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A boom in transatlantic air travel, is 
expected to continue through the sum- 
mer. Three U.S. air lines, which carried 
about 77 per cent of the 67,135 passen- 
gers entering and leaving the U.S. by 
air in the last half of 1946, now are car- 
rying some 1,500 passengers to Europe 
each week. They are doing two and one 
half to three times the business they did 
during the winter with 50 eastbound 
flights a week and plans for 15 additional 
Hights in June. The average load per 
plane is 30 to 32 passengers. Four Euro- 
pean lines sharing the business with U. S. 
carriers provide 650 seats a week to 
Europe. A fifth European line is to begin 
operation next month. 
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A potash deposit in Canada, recently 
discovered during oil drilling operations, 
may make the*Dominion self-sufficient in 
that alkali and may even permit exports. 
Last year, Canada bought $3,600,000 
worth of potash from the U.S. She plans 
to import $4,000,000 worth this year. 
The new deposits run for 350 miles in a 
curved line from a point east of Regina 
in Saskatchewan into North Dakota. The 
potash is located over salt beds in layers 
9 to 28 feet deep at the 3,400-foot level. 
The deposits are richer than those found 
in New Mexico, Texas and Alsace, 
France. 
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Under a new trade agreement, for the 
next 11 months, Sweden is to receive 
7,560,000 worth of Yugoslav products 
and will deliver $2,800,000 worth of goods 
to Yugoslavia. 'r addition, Yugoslavia 
will get a $1,400,000 credit and, during 
the next seven years, $36,400,000 worth 
of industrial equipment. 
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Cotton production in Japan is setting 
a postwar record. In March, 32,714,507 
pounds of yarn were processed. Cotton- 
cloth production totaled 28,130,196 
square yards. First postwar exports of 
140,000,000 linear yards now are being 
made. A shipment of 35,000,000 yards is 
en route to Britain. Turkey is to get 45,- 
000,000 yards and Burma_ 10,000,000 
yards, 
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A ban on heating by gas and elec- 
tricity now in effect in Britain, will last 
through the summer. The ban will cover 
homes through September. Heating of 
factories and offices will be prohibited 
through October. The hope is to save 
2,500,000 tons of coal. 


lewspoints 





Reg. Appd. for U. S. Pat. O@. 


The Norwegian whaling industry will- 


produce more than 1,000,000 barrels of 
sperm oil this year, double the 1946 out- 
put. During the four-month fishing period 
ending last month, Norwegian whalers 
in the Antarctic processed 988,800 bar- 
rels. Domestic output will reach about 
10,000 barrels. Total output is worth 
more than $70,000,000. A record pro- 
duction of cod-liver oil also is expected 
this year, with production running 100 
per cent ahead of last year's. 
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The use of visas for entry into various 


countries of the world is expected to be 
continued. An international conference at 
Geneva, Switzerland, decided that entry 
visas were necessary to enforce immigra- 
tion laws. The world group decided, how- 
ever, that exit visas should be abolished. 
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A jet-propelled air liner has been tested 
in Britain. The passenger plane and a jet 
bomber tested at the same time use a 
combination of turbine engines and con- 
ventional piston engines. Once a plane is 
airborne, the piston engines can be 
switched off to eliminate noise and vibra- 
tion. 
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Parcels to U.S. Army post offices 
abroad may be sent as frequently as de- 
sired. It no longer is necessary to present 
a written request from the person to 
whom the parcel is addressed. Until this 
month there had been a limit of one 
package a week, which could be sent 
only on request. 
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The safety record of world air lines 
during 1946 shows that more than two 
thirds of the international carriers had no 
fatal accidents. Of 60 scheduled lines fly- 
ing international routes, 42 had no fatali- 
ties. Some lines claim a continuing record 
of safety over periods of from 6 to 17 
vears. In all, 18 lines had 33 fatal acci- 
dents last vear, causing 298 deaths. World 
air lines flew a total of 8,346,000,000 
passenger miles. Thus they had one cas- 
ualty per 28,314,000 passenger miles. 
That compares with one casualty per 
80,000,000 on domestic air lines in the 
United States. 
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A 150-kilowatt radio transmitter for 
Turkey is being built in the U.S. It will 
be powerful enough to cover the Middle 
East, Asia, most of Europe and half of 
Africa. 
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Facts of Life 


There are some things that 
cannot be generally told... 
things you ought to know... 
amazing discoveries of the 
hidden processes of man’s 
mind and the mastery of 
life’s problems. Write to- 
day to: Scribe X.Z W 
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Changes of Address: 


If you wish to change the ad- 
dress to which your copies of 
World Report are now being sent, 
be sure to give us the old as well 
as the new address. It will facili- 
tate matters if you will enclose the 
stencil imprint which appears as 
your address either on the maga- 
zine cover or wrapper. It usually 
takes about two weeks for the 
change to become effective—so 
please give us that much advance 
notice if you can. 
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Mystery of Moscow has been the question of why Russia has been so 
reluctant. to compromise her demands on Germany and Austria when 
even Soviet reports of her internal weaknesses would suggest a need 
for economic assistance that might better be obtained through co- 
operation with the Western powers. In other words, why has Russia, 
apparently needing help, refused to bargain in order to get itP A 
dispatch on page 5 suggests an answer to the latest Russian riddle. 

* + * 

Britons are puzzled by what seems to them to be an economic para- 
dox. Their national income is 68 per cent higher than in 1938. Con- 
sumer spending is heavier than ever before. Nevertheless, wartime 
“austerity” still is the order of the day, and the standard of living in 
many ways is lower than before the war. A dispatch on page 10 
explains the apparent contradictions of Britain's economic situation. 

* * ” 

Occupation armies cost money. One of the disappointments of the 
Moscow Conference of Foreign Ministers was the failure to reach an 
agreement on a treaty for Austria, thus postponing the withdrawal of 
Allied troops. On page 8 is an estimate of what this delay will mean, 
in terms of dollars, to the American taxpayer. 

# a + 

Colonial empires are trouble spots. The Netherlands has given the 
Indonesians a degree of autonomy; India and Burma are cutting loose 
from Britain; France has been fighting uprisings in Indochina and 
Madagascar. Now France is confronted with growing unrest in another 
quarter—her vast North African realm. On page 16, World Report 
describes the ominous stirrings of nationalism among Moroccans, 
Algerians and Tunisians, and presents a preview of possible troubles 
to come. 


s 
* * 7. 


This week’s cover is a natural color photo of Dr. Sun Fo, Vice Presi- 
dent of China’s National Government and son of the revolutionary 
leader, Sun Yat-sen. A personality sketch of this American-educated 
liberal appears on page 38, and an estimate of the probable effects 
of the recent reorganization of the Nanking Government is on page 15. 

7 * > 

Ten months ago, in its issue of June 27, 1946, World Report revealed 
Allied plans for a drastic reorganization of Germany’s financial struc- 
ture, and noted that “currency notes would be exchanged . . . against 
new notes at 10 per cent of their former value.” On April 24, 1947, 
newspaper dispatches reported a four-power agreement for devalua- 
tion of the mark by 90 per cent, with 10 of the old reichmarks to be 
exchanged for one of the new Deutsche marks. 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of May 6, 1947 
Volume 2, No. 18 


It's a waiting game for both sides, for Russia and U.S. Failure at Moscow 
to settle anything really wasn't a surprise, was foreseen by the big nations. 

Russia relies on the U.S. tiring of the cost of maintaining leadership. Idea 
of Russia's rulers is that U.S. will be less inclined to stay in Europe and Asia 
when the going is harder at home, when big spending abroad could be unpopular. 

U.S. is certain Russia is impressed by American aid to Greece and Turkey. 
U.S. officials believe this country can use its strength strategically, can call 
its shots in areas that count, without going broke in the process. 

Britain is harassed by poverty and weakness, but unwilling to make deals, 
which Ernest Bevin calls sloppy compromises. Britain already is overextended. 

France is neither able nor prepared to act as diplomatic broker. 

In this sort of a situation, there is a disposition to talk more and more 
about a definite division into two worlds, one Russian and one American. Ac- 
tually, no one can be sure. The split that existed before the Moscow Conference 
wasn't repaired, but wasn't greatly widened. Each side hesitates to go it alone. 








Some things thgt do seem clear are these: 

Peace, of a sort, will prevail at least until Russia gets the atomic bomb. 

Atomic bomb has little chance of being put under international control. 

United Nations can't help much until and unless the big nations agree. 

Disarmament continues to be a topic for speechmaking, not for action. 

Armed forces will be maintained by most nations on a scale above prewar. 

There is to be no easy solution of the world's troubles. Instead, a tedious 
search goes on for some basis on which two systems that differ sharply can get 
along on the same planet. Broad understanding is not to come without some large, 
new concessions by both sides. It's a task to be measured in years, not months. 





In the maneuvering over Europe, this is to be kept in mind: 

France, with all her ailments, now is in a position of growing importance. 

French needs for wheat, for coal, for capital are to have more attention. 

French interests in Germany's future get a better chance of satisfaction. 

In other words, an inability to agree at Moscow is wakening U.S. officials 
to an opportunity, difficult though it may be, to draw closer the ties among.U.S., 
Britain and France, a new chance of convincing France that she is to be helped, 
to be listened to and to be treated with greater consideration. A less attentive 
attitude seemed to leave no way for France to turn except toward Russian ideas, 
The stop of George Marshall as U.S. Secretary of State in Paris last March may 
become known as the beginning of a change in the line of policy toward France. 








(over) 
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However, France is far from being a well nation. She is badly divided. 
General De Gaulle is crusadihg for power as an anti-Communist leader. 
French Communists are opening up a counteroffensive against De Gaulle. 
socialist leaders fear De Gaulle more than they do Communist domination. 
Moderate influences seek to avoid a showdown of De Gaulle vs. Communists. 
A real complication inside France is a move by De Gaulle to offer himself 
as a strong man to keep order, as one who sees eye to eye with President Truman 
on the necessity for halting communism. Dilemma of U.S. policymakers is how far 
France can be helped without taking sides for or against De Gaulle. U.S. dis- 
likes inheriting De Gaulle's many enemies. Recent applause in France for Henry 
Wallace really capitalized on opposition to De Gaulle, really was related to 
French fears that France would suffer from choosing between Russia and the U.S. 














Diplomats left Moscow feeling that Europe has top place on Russia's list of 
priorities; that affairs in the Far East, just now at least, take second place. 

Russia's offer to negotiate again over Korea is held to be significant. 

Foreign Minister Molotov acted just after Marshall saw Joseph Stalin. 

Military analysts suggest that Russia wants to cut her garrison in Korea, 
has more need for the man power at home in industry and agriculture. 

Plan to support U.S. position in Korea, however, is to be heard by Congress. 

By sheer coincidence, both Russian and U.S. strategists seem to be thinking 
along the same lines. As it stands, there is little likelihood of Communists in 
China, on one side, or Chiang Kai-shek, on his side, gaining a clear-cut decision. 
There are to be no quick upsets in the Far East. In that sense, Korea can wait. 














There is concern about conditions in Brazil. Dip in coffee market is a re- 
minder of how much Brazil depends on a few key exports, also acts to call atten- 
tion to developing weaknesses in the boom that Brazil has enjoyed at home. 

Rising prices are running ahead of income increases for most individuals. 

Staple foods, especially rice and beans, are hard to get at high figures. 

Clothes and shoes continue to eat up a bigger part of workers’ income. 

Volume of consumer goods, imported by Brazil, isn't enough to crack prices. 

More and more Brazilians find that the things they need to buy are out of 
reach. Number of these Brazilians still is not as large as the number of those who 
have the money, or can borrow the money, to keep up their purchases. But, as prices 
go on rising, there are fewer and fewer Brazilians willing or able to buy. Clear 
signs of buyers' resistance now are showing up in numerous lines of retail trade. 














A slump in exports and an internal slowdown could jar Brazil..... 

Official finances show the strain of continuing budget deficits. 

Exchange controls are tighter in the hope of conserving dollars. 

Money in circulation is mcre than three times as large as in 1941. 

Banking credit is heavily committed to land ventures and crop support. 

Speculation persists in real estate at dangerously high levels. 

A very large price inflation obviously has occurred. Inflation still is un- 
der way in many prices. The bigger the inflation, the harder the fall when a 
break comes, as it inevitably does when things have moved up that much. 

















There are signs in Buenos Aires that Argentina wants to be represented soon 


in world talks about air routes; that a deal over traffic with U.S. is shaping up. . 
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RUSSIA EXPECTS TIME TO WEAKEN 
OPPOSITION TO HER PEACE TERMS 


/ 


Soviet Union’s economic troubles not 
so critical as to force her to bargain. 
Kremlin counts on depression in U.S. 


Reported from MOSCOW and WASHINGTON 


The mystery of Moscow is why Russia's 
internal weakness does not force her to 
make a deal with the United States. 

As Westerners see it, the Big Four can- 
not agree on peace terms for Germany 


and Austria because the Soviet Union says: 


no to every non-Russian proposal. Yet, at 
the same time; Moscow officials go out of 
their way to insist that Russia needs help 
from outside. 

Soviet stubbornness, in this situation, 
mystifies Allied strategists. They had sup- 
posed that a nation weak at home would 
be quick to bargain, in order to, get 
prompt aid with which to build up its 
internal strength. But Secretary of State 
George C. Marshall was unable to report 
to the American people any important 
concessions by Russia. Only visible result 
of 45 days of argument at Moscow was 
a deadlock. 

Secret talks between Marshall and 
Premier Joseph Stalin at the Kremlin re- 
emphasized Russia’s internal difficulties, 
according to a radio dispatch from Robert 
Kleiman, staff correspondent of World 
Report at Moscow throughout the Foreign 
Ministers’ Conference. Main idea Secre- 
tary Marshall got from his talk with 


Stalin, Kleiman is informed, is that the ° 


economic needs of the Soviet Union may 
be the key to a settlkement on Germany 
and Austria. 

But the U.S. delegation left Moscow 
feeling that there is a hopeless contra- 
diction between what Russia wants now, 
and what the Anglo-Americans want for 
the long pull. 

“The Americans believe that Russia's 
clans on Austria, for example, would 
make any treaty with Austria unenforce- 
able,” Kleiman radios. “They say the 
Soviet proposals would give Russia a 
stranglehold on the Austrian economy, 
make Vienna a vassal of Moscow, and 


destroy any chance for an independent 
Austria.” 

Question is why the Soviet Union, un- 
able to persuade the Allies to give her 
everything she wants out of Germany 
and Austria, won't settle for less. 

Answer turns on two factors. One is an 
appraisal of how serious Russia’s internal 
weakness actually is. The. other is an 
estimate of how strong and how deter- 
mined the United States really is. 

@ Soviet weakness, to outsiders, seems 
to fluctuate as wildly as the Communist 
Party line. Moscow officials, who control 
the flow of news out of Russia, at times 
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ANDREI VISHINSKY 


He painted a gloomy picture of 
the slow pace of reconstruction 


suppress all reports of internal difficulty, 
at other times seem to emphasize them. 

Lately a high proportion of the news 
allowed to go abroad has told of Rus- 
sia’s internal troubles and needs. Andrei 
Vishinsky, Deputy Minister of Foreign 
Affairs, went so far as to tell an Allied 
press conference that the Soviet Union 
needs six or seven years of reparations 
from current production in Germany in 
order to reconstruct the areas devastated 
by the Nazis. 

Other Moscow officials have been tell- 
ing the world of serious troubles in indus- 
try, in agriculture and in the Five-Year 
Plan. Drastic changes in the bureaucracy, 
in the organization of collective farms 
and in the wage system are announced. 

What is known is this: 

Industry has met the official targets in 
such important items as coal, but has 
fallen badly behind in turning out ma- 
chines, notably farm tractors. Failure to 
achieve the goals set for certain finished 
goods is traced as much to mistakes in 
planning as in execution. The planners, 
for example, should have put the coal 
target higher if they wished more steel 
and thus more finished goods. Now Rus- 
sia is hungry for steel, especially, from 
the German Ruhtr.- 

On the farms the official goals for this 
year in production of most crops and 
livestock are well below those of 1938. 
It will be several years, in fact, before 
the planners expect farmers to produce as 
much as they did before.the war. Thus 
the target for winter wheat, to be sown 
this autumn, will leave acreage on collec- 
tive farms 25 per cent below 1938. 

Performance on the reduced acreages 
has been hurt by drought and manage- 
ment trouble in the collectives. Total 
amount of food grain collected in the last 
year, as a result, may have been only two 
thirds of the prewar average. 

Food, therefore, is short in Russia to- 
day. Bread continues to be rationed, 
despite Stalin’s announced hope that 
rationing would end last summer. 

Rumors of famine, however, are not 
taken seriously by Allied observers. First- 
hand reports from the interior of Russia 
add up to stringency, even to some mal- 
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SOFT SPOTS IN RUSSIA: Manufacture of machines, especially farm tractors, is behind schedule 
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Wheat lags well below prewar harvest levels 


nutrition, but not to a wave of death by 
starvation. As evidence to the contrary, 
there are well-substantiated reports that 
the Soviet Government is storing wheat 
for future contingencies at home or 
abroad. 

Living standards of the Russian peo- 
ple, it is known, remain desperately low 
by Western standards. With both food 
and consumer goods short, morale is a 
problem for the Kremlin. There is evi- 
dence of increased official attention to 
this, but there is no firm testimony that 
the problem is more than the Government 
can handle. 

In sum, there is plenty of evidence that 
postwar Russia is weaker economically 
than prewar Russia. The need for steel 
and machinery, and for consumer goods, 
is agreed to by everybody. And the more 
of these things that the outside world can 
supply, the quicker the Soviet Union can 
recover her strength. 

But there is no evidence that Russia’s 
weakness amounts to a crisis. There are 
no reports of riots, or of disorder that 
are beyond the capacity of the secret 
police to handle. There is no whisper 
of rebellion against the Kremlin. The 
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people’s faith in Russia’s cause, and in 
her future, seems unshaken. 

Soviet weakness, in other words, ap- 
parently is not so great as to compel 
Russia to accept unpalatable terms from 
her Allies, especially when there is a 
chance that the terms may improve by 
waiting. 

@ American strength comes into the pic- 

ture at this point. Europeans have no 
doubt of the U.S. capacity to produce. 
What they do wonder about is America’s 
ability to perform in her new role as the 
world’s most powerful nation. They notice 
such things as these: 

The Truman program for aid to Greece 
and Turkey is taking longer to win ap- 
proval by the U.S. Congress than the 
Administration hoped. There is a marked 
hesitancy and uncertainty over what the 
U.S. ought to do in the Middle East, how 
far it should go, and how to get there. 
There are fears that the country may be 
biting off more than it can chew. 

Added cost of U. S. commitments over- 
seas begins to alarm economy-minded 
members of Congress. There is pressure 
to cut down on occupation costs in Ger- 
many and Japan, regardless of U.S. aims 





¥ 


~Actne 





~Sovfoto 


Steel is in acute demand, short supply 


in those areas. New reasons for delaying 
passage of a relief bill for distressed 
countries in Europe and Asia are noted. 

Uncertainty over the U.S. attitude 
toward Russia is appearing in view of the 
failure of the policy of firmness and 
patience to get quick results. 

A major depression in the U.S. some 
time within the next 10 or 15 years is a 
prospect that most Americans fear and 
that many Europeans consider inevitable. 
The Russians, especially, are sure of it. 

It is an article of faith in Moscow that 

such a depression would destroy Amer- 
ica’s position of pre-eminence in the 
world. Congress, it is assumed, would 
curtail drastically all expenditures over- 
seas. Military and economic strength 
abroad would be cut to the bone. Ameri- 
can weakness at home, in the Soviet view, 
then would compel the U.S. to retreat 
to the Western Hemisphere. 
q) As the Kremlin sees it, there may be 
good reason for playing a waiting game 
over Germany and Austria. From the van- 
tage point of Moscow, it may be possible 
to see more weakness in the U.S. posi- 
tion, and more strength in the Russian, 
than Radio Moscow admits. 
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STEEL SCARCITY BARS 
GERMANY’S RECOVERY 


Reparations and reconstruction both 
depend on mills unable to produce 
even small amount allowed by Allies 


Reported from BERLIN and WASHINGTON 


Germany’s steel industry is not to re- 
vive rapidly, no matter how hard the 
Russians press their demands for repara- 
tions to which steel products could make 
substantial contributions. 

Steel production in the Reich is start- 
ing to turn upward after a bad start this 
year, but it still is at a low ebb and doubts 
are growing that 1947 goals can be 
reached. 

Occupying powers are considering al- 
lowing Germany to produce 10,000,000 
metric tons of steel annually instead of 
the much lower quota now in force. But 
this talk means little to an industry that 
could turn out only a third of the sug- 
gested amount last year and is likely to do 
only a little better this year. 

In the Anglo-American zone, where 
1947’s target is 4,500,000 tons, the more 
pessimistic experts now are predicting an 
output of 1,000,000 tons less, according 
to a radio dispatch from Thomas Haw- 
kins, World Report's staff correspondent 
in Berlin. The bulk of production comes 
from this zone. 

@ Plant capacity is no problem. With 
few exceptions, furnaces and rolling mills 
escaped serious war damage. The industry 
was producing 24,000,000 tons a year 
just before the war, and at least two 
thirds of this capacity remains. 

@ Allied regulations limit these facilities 
to theoretical output of 5,700,000 tons, 
but the plants of all four zones were able 
to produce a total of only 3,000,000 tons 
last year. 

@ Poor performance of the industry, as 
reflected by last year’s operations, is due 
to a combination of causes, all of which 
are to handicap production for a long 
time to come. Following are specific ex- 
amples: 

Coal. It takes almost four tons of coal 
to make a ton of steel. Hardly enough 
coal is available for the minimum needs 
of Germany’s reduced economy. The 
steel industry is strictly rationed. Occu- 


pation authorities prefer giving coal to 
industries turning out more profitable 
exports. 

Ore. Germanys iron ore is of interior 
quality. In the past she has relied heavily 
on imports, particularly from Sweden. 
Now she lacks money for imports. 

Man power. The industrv lost to the 
armed forces a total of 221,308 employes, 
or more than a third of its prewar per- 
sonnel. Many still are prisoners. 
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STEELMAKING IN GERMANY: The outlook is bleak 





@ Present plans of the Allies to raise the 
authorized level of production to 10,- 
000,000 tons annually leave steel experts 
skeptical. Even with the most favorable 
circumstances, they question whether 
such a volume of production can be re- 
alized before 1950. 

@ Big problem the occupying powers 
will face, regardless of how soon pro- 
duction reaches 10,000,000 tons, is how 
much of the steel should go to Germany 
and how much should be exported. 

Best index of Germany's normal need 
is that, in the depression years before the 
rearmament that followed the rise of 
Hitler in 1933, her steel requirements 
were about on a par with production, 
which then ranged from 9,000,000 to 
13,200,000 tons annually. 

The amount that could be spared for 

reparations purposes, even after a 10,000- 
000-ton year, promises to pose a compli- 
cated issue. 
@ Steel production thus is likely to re- 
main a major question mark in all plan- 
ning on German recovery or reparations 
for the foreseeable future. All indications 
are that the industry's comeback is to be 
slow and difficult. 
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TREATY FAILURE MAKES AUSTRIA 
DEPENDENT ON U.S. ASSISTANCE 


Country is at the crossroads of 
entering economic tie-up with West 
or absorption into Soviet sphere 


Reported from VIENNA and WASHINGTON 


The United States now is facing the 
fact that Austria will be dependent on 
American dollars for years to come. 

Even the hope that Austrians might get 
political independence soon. has been 
dimmed by the failure of the Council of 
Foreign Ministers at Moscow to agree on 
an Austrian treaty. ‘As a result, U.S. ex- 
penses in Austria will total $250,000,000 
this year alone. 

The longer the deadlock between the 
U.S. and Russia lasts, the higher the bill 
for supporting Austria will rise. 

In Germany, the U.S. hopes to reduce 
her bills by pooling the U.S. and British 
zones of occupation, thus utilizing Ger- 
many’s Own resources and man power. 
This will not work in Austria. The country 
is too poor for such a plan. 


@ What it costs the U.S. is more than © 


the expense of the U.S. zone of occupa- 
tion. Austria’s inability to stand on her 
own feet increases U. S. costs elsewhere in 
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Shattered Vienna has too many people, too little work, food, housing 
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Europe. Britain and France can pay for 
their zones of occupation in Austria, but 
both countries have U. S. loans. 

The direct costs of Austria to the U. S. 
are these: 
@ Military expense has been whittled 
down to a minimum. The 80,000 U.S. 
troops in Austria at the war's end now 
are down to about 15,000. Further cuts 
are unlikely as long as Yugoslavia, with a 
strong Army on Austria's frontiers, presses 
her demand for Austrian Carinthia. 

Figuring the cost per soldier per year 
at $10,000, which includes salary, main- 
tenance and administrative expenditures 
reaching back to Washington, the occu- 
pation bill now is about $150,000,000 a 
year. 

Relief is reaching Austrians from the 
U.S. through several channels. 

The U.S. Army has provided coal, 
food, clothing and other emergency help 
totaling $115,000,000. 
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The U.S. pays about 70 per cent of 
the cost of the United Nations Relief 
and Rehabilitation Administration, which 
spent $117,300,000 in Austria from May 
1, 1946, to the year’s end. When UNRRA 
ceases to function this summer, U. S. 
relief grants to Austria will fill the gap. 

Private remittances through various 
relief organizations and directly in food 
packages from the U.S. have been in 
excess of $20,000,000. 

Direct costs thus total about $100,- 
000,000 for relief and $150,000,000 for 
military occupation each year. There is 
little chance that the U.S. will put out 
less than $250,000,000 for Austria in 
1947: there is a real likelihood that Aus- 
tria will cost the U.S. still more. 

@ Austria’s earnings abroad, through ex- 
ports at the current rate, will bring in 
no more than $70,000,000 in 1947. 

Vanishing markets for exports Austria 
sent abroad before the war are costing 
Austria much-needed dollars. 

Magnesite, a mineral used in making 
fire-resistant material, once was the 


largest item of Austrian exports to the 
U.S. American production of magnesite 
increased during the war to such an 
extent that imports from Austria are no 
longer necessary. 

In addition, Austrian firms that man- 
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The Danube has plenty of barges, be 





ges, but not enough goods to fill them 


ufactured specialty goods for U.S. mar- 
kets moved to the United States when 
the Nazis took over the country. The 
U.S., which is to supply most of Aus- 
tria’s imports, now is taking practically 
none of her exports. ; 

Germany, which used to buy 15 per 
cent of Austria’s exports, now is buying 
little and paying for that little in barter, 
not dollars. Nations within the Russian 
sphere of influence, which bought 37 per 
cent of Austria’s export¢, now are turning 
to Russia or Soviet satellites for all possi- 
ble purchases. They are doing without 
many goods once imported from Austria. 

Dollar-poor buyers are keeping the 
Austrians dollar poor too. Italy, Britain 
and France may be prepared to take 
more Austrian exports than they are 
getting now, but Italy has no money 
while both Britain and France are nurs- 
ing their dollars for their own purchases 
of capital goods in the U. S. 

Austrians are seeking an expanded 
trade with Switzerland, Belgium, the 
Netherlands and the Scandinavian coun- 
tries, but the market in those countries 
for Austrian goods is limited. 

Tourist dollars are reaching Austria 

only in driblets. The Vienna Government 
has authorized hotels to draw on luxury 
foods imported by the state for all tourists 
who pay their way in dollars or pounds, 
but few American and British vacationists 
are going to Austria. As long as the coun- 
try is divided between the occupying 
armies of the U.S., Russia, Britain and 
France there is little possibility of much 
income from pleasure seekers. 
@ Austria’s needs abroad this vear are 
estimated at about $350,000,000. The 
deficit between imports and exports thus 
is to be about $280,000,000. 

Imports for industry could be reduced 
only at the cost of cutting down Austria's 
own production and shifting the burden 
to the future. 
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The textile industry, which is making 
the best showing, is dependent on imports 
of cotton and wool from abroad. Replace- 
ments and parts for textile machinery are 
needed; some of which may come from 
the United States. 

Wood, wood pulp and paper mills, now 
providing much of Austria’s exports, are 
operating with difficulty due to overcut- 
ting in Austrias forests during the war. 
Available supplies are reduced by one 
fourth. Imports of chemicals are needed 
to increase paper exports. 

Imports for agriculture are needed 
quickly if Austria is to continue to pro- 
duce even one half of her own food 
supplies. Fertilizer is lacking and must 
be brought from North Africa. Farm 
machinery and tools were stripped off 
Austrian farms by the Russians. 

Grain crops now are down to 55 per 
cent of normal production while the out- 
put of sugar beets is reduced to 21 per 
cent of prewar harvests. 

@ The problem within Austria is how 
any government can keep the country 
functioning with any hope for the future 
other than continued charity from the 
U.S. or eventual absorption by Russia. 

Austria's economy is divided between 
city and country. If either are to prosper, 
trade must flow both east and west on 
the Danube. 

The river is empty. Division between 
Eastern Europe and Western Europe is 
so sharp that little trade moves through 
Austria. Shipyards at Linz in the U. S. 
zone and other shipyards east of Vienna 
in the Russian zone, both valuable to 
the Danube as the main source of motor 
barges, are not producing because there 
is no demand for ships to move goods. 

The city is idle. Vienna, once capital of 
the Austro-Hungarian Empire with a pop- 
ulation of 2,000,000, now has 1,400,000 
inhabitants, many of whom seek work. 

Viennese businessmen and _ industrial 





executives were ousted by Hitler to make 
room for Nazis. Technicians have been 
taken to Russia. Austria lacks good econo- 
mists and good business executives. 

Industry's capacity is reduced by Rus- 
sian removals. During the first months of 
occupation, many of Vienna's plants, in- 
cluding electrical, chemical and _ loco- 
motive factories,, were hauled away to 
Russia. Much of the remaining industry 
has been classified by the Russians as 
“German assets” which they have claimed 
as reparations. 

Lack of coal and coke, normally im- 
ported from Czechoslovakia, Germany 
and Poland, is cutting down industrial 
operation and is responsible for a con- 
tinuous waste of wood for fuel. 

Oil production developed by American 
companies and expanded by the Nazis 
during the war might replace coal, but 
the Russians hold Austria’s oil fields. The 
wells are producing 750,000 tons a 
month; Austria's requirements are 300,- 
000 tons a month. In March, Austrians 
got only a quarter of the output, the 
Russians disposed of the rest. 

Farmers are frightened. The increase 

of rural banditry, due in large part to 
Russians foraging for food in the coun- 
try, has led farmers to stay close to 
their homes rather than till distant fields. 
Requisitioning of food by Russian troops 
in Eastern Austria also has reduced sup- 
plies. 
@ Austria is helpless. Until the powers 
get their troops out of the country, no 
Austrian government can do much to 
prevent a drift toward bankruptcy. 

Hoarding is increasing; barter is the 
main method of trade. Austria s schilling 
officially quoted at 10 to the dollar, is 
at 90 to the dollar on the black market. 

Austria may help cut down her cost 
to the U.S. when a treaty finally is 
signed. But it will be a long time before 
she can attain economic independence. 
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Austrian farmers have too little fertilizer, too much temptation to hoard 
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BRITONS FIND THAT ‘AUSTERITY’ 
COSTS MORE THAN ABUNDANCE 


Inability to buy necessities is 
causing expenditure of increased 
national income on nonessentials 


Reported from LONDON 


The rich are getting poorer in Great 
Britain and the poor a little richer, but 
neither group can buy enough of the 
simple necessities everybody wants. The 
reason is that so far Britain has been un- 
able to produce enough. The fear is that 
she may never be able to do so. 

This is the story told by the official 
record of Britain’s national income dur- 
ing her first full postwar year, the details 
of which are now open to the public. 

To U.S. taxpayers, the facts of Eng- 

land’s economic health shed light on the 
ability of America’s principal debtor to 
pay her debts and pull her weight in the 
Anglo-American team. To British tax- 
payers, as to Americans, the record for 
1946 suggests that it is possible to have 
full employment and still not solve all a 
nation’s economic problems. 
@| Britain’s income as a nation is drop- 
ping slightly from the wartime peak, but 
staying well above 1938. For 1946, the 
nation’s income is officially estimated at 
$32,000,000,000 (about 8,000,000,000 
pounds sterling), a decline of 4.4 per 
cent below 1945 but 68 per cent above 
the last prewar year, 1938. For 1947, the 
outlook for any improvement is made 
doubtful by the industrial paralysis of the 
winter. 

The U.S., by contrast, reported a na- 
tional income of $164,000,000,000 for 
1946, slightly above 1945, and more than 
double the prewar level. And so far in 
1947, U.S. income is running at the an- 
nual rate of $176,000,000,000. 

Secretary of the Treasury John W. 
Snyder thinks U.S. income for 1947 
would be safer at a lower figure, around 
$168,000,000,000, resulting from volun- 
tary price decreases. Voluntary cuts are 
needed, the official inference is, to bring 
prices into line with buying power. 

Price inflation, as a matter of fact, ac- 
counts for much of the increase in na- 
tional income over 1938 in both the U. S. 
and Britain. Prices of the goods and 
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services that go into living costs are now 
55 per cent above prewar in England, 
and 54 per cent above in the U. S. There 
are sharp differences in individual items 
within each country, but the over-all in- 
creases is almost identical. 

Production, unmasked by price 
changes, is what counts. In both the U. S. 
and Great Britain, the complicated task 
of reconverting from war to peace has 
gone swiftly. But while British output 
in 1946 dropped 9 per cent below the 
wartime peak, as compared with a U.S. 
decline of 15 per cent, that leaves Britain 
at a level only 17 per cent above 1938, 
whereas the U.S. is 50 per cent above. 

Of most significance is the fact that 
America was able to produce at a rate 
50 per cent above prewar out of her own 
resources of money and materials and 
still have a surplus for export at little 
sacrifice to her economy. : 

Great Britain, on the other hand, coul 
not produce 17 per cent above 1938 
without borrowing heavily from abroad. 
These borrowed resources last year 
amounted to $1,600,000,000, or six times 
the total required in 1938. As things 
stand, England is consuming about 5 
per cent more than she is producing. And 
she is to continue to live on borrowed 
resources, at least this year and next, at 
the rate of around $4,000,000 a day. 

Debt and income thus are running a 
critical race in Britain. Against a national 
debt of $2,101 per person, income figures 
out to $716 per person, a ratio of debt 
to income of nearly 3 to 1. In contrast, 
the U.S. debt, despite a steep increase, 
stands at $1,851 per person, still $250 
short of the British figure. Per capita in- 
come in the U.S., meanwhile has dou- 
bled to $1,178. Result is that, while the 
average American citizen owes about one 
and a half times what he earns in a 
year in terms of national debt and in- 
come, the average Britisher owes almost 
three times as much as he earns. 


@ The outflow of national income in 
both Britain and the U. S. shows striking 
similarities as well as differences. What 
happens to national income, once it has 
been produced, is this: 

Government in peacetime takes about 
one sixth of the value of national. output. 
British experience has been that Govern- 
ment taxes took 16 per cent of the value 
of the gross national product in 1938, 
over half in the peak war years, and 28 
per cent last year. The Government's 
share, thus, is not yet back to the prewar 
level. Prospect this year, despite minor 
changes in tax rates, is that the British 
Government's share will continue to be 
near the 1946 rate. 

The share going to Government in the 
U.S. (federal, State and local) parallels 
that in Britain with one exception. Amer- 
ican units of Government took 17 per 
cent of the value of the gross national 
product before the war, but only 30 
per cent in wartime, and have continued 
to absorb 30 per cent since V-J Day. 
Reason the wartime takings stopped at 
30 per cent, as against 50 per cent in 
England, is that the U.S. Government 
financed more of the war effort by bor- 
rowing than the British did. From now 
on, however, chances for a reduction in 
the Government’s share are considered 
brighter in the U.S. than in England. 

Consumers’ share has tollowed an 
identical course on both sides of the 
Atlantic. In England, the share of gross 
national product going into consump- 
tion came to 73 per cent before the war, 
dropped to 50 per cent during the war, 
and is now back up to 64 per cent. In the 
U.S., for the same periods, the percent- 
ages are 70, 50, and 65. 

Individual savings likewise have gone 
up and down in the same fashion in both 
countries. Expressed as a share of private 
incomes after taxes, savings of Britons 
took 7 per cent in 1938, 21 per cent at 
the wartime peak, and are now back to 
8 per cent. In the U. S., savings totaled 8 
per cent of disposable income in 1938, 
rose to 28 in 1944, and dropped to 12 
per cent last year. By the end of 1946, 
however, the rate of saving had declined 
to 9.5 per cent on an annual basis. 

Private capital for plant expansion and 
replacement dropped to a low point in 
both Britain and the U.S. during the 


war, but has since revived. The British 
estimate that gross capital formation in 
1946 amounted to about two thirds of 
prewar, at 1938 prices. In the United 
States, the figure is $27,000,000,000 for 
1946, as against $10,000,000,000 in 1939. 
@ Pronounced trend in the British econ- 
omy shows up in what is happening to 
private income. 

Before taxes, both wages and the in- 
come from property were markedly high- 
er in Britain during 1946 than before the 
war. The increase in wages was 74 per 
cent, in property income 85 per cent. All 
told, private income before taxes rose 80 
per cent in the eight years between 1938 
and 1946. 

After taxes, however, this increase 
amounted to only 59 per cent. And the 
weight of taxation bore differently on 
wages and on property. Wages, as a 
result, moved up from 39 to 44 per cent 
of all private income after taxes, while 
property moved down from 37 to 33 per 
cent. 

Impact of taxation hits higher incomes 
hardest. Thus Britain now has only 45 
persons whose net income after taxes 
exceeds $24,000. Before the war, there 
were 7,000 persons in this category. 

Again, according to “The Economist” of 

London, before the war there were 105.- 
000 individuals with incomes above the 
surtax limit of $8,000. They accounted 
for 10.3 per cent of all private income 
before taxes, and 7.2 per cent after taxes. 
Now, though there are 132,000 persons 
with incomes above $8,000, they account 
for no more than 6.5 per cent of all 
private income before taxes and only 3.3 
per cent after taxes. 
@ Redistribution of consumption as well 
as of income is taking place in Britain. 
The accompanying table gives the de- 
tails. 

What surprises Britons is to find that 
total expenditures for personal consump- 
tion last year were the highest on record. 
This is true whether figured in current 
or in 1938 prices. But to Englishmen liv- 
ing meagerly and unhappily under “aus- 
terity,” it is puzzling to learn that auster- 
ity costs more than abundance. 

Chief explanation, as the table shows, 

is that spending on luxuries is abnormal, 
but on necessities less than normal. The 
necessities are not there to be bought. 
A. further explanation is that the pur- 
chasing power of the bulk of the popula- 
tion is about a fourth higher than before 
the war. Finally, since quality of con- 
sumers’ goods is lower, increased ex- 
penditures do not necessarily reflect a 
higher standard of living. 
@ Britain’s problem, in any case, is how 
to increase her national income several 
notches above the wartime peak while 
she has the use of loans from abroad. 
Unless production in England goes up 
sharply this year and next, national in- 
come and national hopes will run down 
when the loans do. 
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U.S. CAPITAL TO PLAY BIGGER ROLE 


IN DEVELOPING MEXICO’S ECONOMY | 


Export-Import Bank to grant part 
of loans sought by Aleman. Private 
investments also likely to increase 


U.S. capital is to play an increasing 
part in developing Mexico's economy 
and raising her standard of living as the 
result of President Miguel Aleman’s visit 
to Washington and New York. 

This capital is to help finance a pro- 
gram of development that ultimately may 
cost over $600,000,000. And it is to make 
possible heavy buying in the U.S. by 
replenishing Mexico's dwindling supply 
of dollars, a worry to businessmen and 
economists. 

Avowed purpose of the trip is good- 
neighborliness. Relations between the 
two countries, already good, have been 
improved by U.S. willingness to help 
fight the foot and mouth disease and by 
President Truman’s call south of the 
border. Now Aleman, returning Truman’s 
call, is the first President of Mexico to 
visit the U.S. capital. 

Aleman, personally, may not discuss 
finances while he is in the U.S. But 
Cabinet Ministers with him have been 
talking about loans and investments. And 
the closer friendship that will result from 
Aleman’s visit is counted on to create an 
atmosphere favorable to the flow of 
funds. 
€] Financial need of Mexico that presses 
hardest now is for help in holding the 
countrys balances of dollars somewhere 
near the present level in the face of an 
unfavorable balance of trade. 

Mexico made big sales of war materials 
and other products to the U.S. during 
the war. The U.S., in return, could not 
supply all the goods Mexico needed. So 
Mexico's balances of gold and non-Mex- 
ican funds rose from $40,000,000 in 1939 
to $375,000,000 in September 1945. 

The end of the war reversed this trend. 
The U.S. tapered off its buying of war 
materials. Mexicans bought more and 
more U.S. goods as they became avail- 
able. U.S. exports to Mexico last year 
were worth about $500,000,000, but 
U.S. imports from Mexico were valued 
at only $233,000,000. 
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Now Mexico’s balances are a third less 
than they were at the end of the war. 
They are still going down, for Mexicans 
are continuing to buy U.S. goods that 
they could not get during the war. 

Mexico feels that it would be danger- 
ous to let her balances drop to the pre- 
war figure. She could reduce the drain 
by clamping strict controls on imports. 
But the Government hesitates to take this 
step, because Mexico still needs large 
amounts of consumer and capital goods. 

The alternative is to step up the flow 
of U.S. dollars to Mexico. Aleman hopes 
to accomplish this by getting loans that 
will help his country to increase her ex- 
ports to the U.S. and to attract more 
U.S. tourists. 

@ First funds that Aleman is to get will 
come from the U. S. Export-Import Bank. 
He expects approval of most of his Gov- 
ernment’s requests, filed recently, for 
credits totaling nearly $145,000,000. 
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PRESIDENT ALEMAN 
His program for prosperity: 





These credits would help to finance proj- 
ects costing $175,000,000. 

Tourist travel from the U.S. will be 
increased if credits are granted for the 
two largest projects on the list. Aleman 
is intensely interested in tourist business, 
for U.S. citizens spent about $121,000,- 
000 in Mexico last year. Most important 
port of entry was New Laredo, northern 
terminus of the present highway to Mex- 
ico City. Aleman believes more roads 
and better accommodations would _in- 
crease tourist travel. 

Now Mexico is asking for $50,000,000 
to finance the whole cost of completing 
two more highways connecting Mexico 
City with the U.S. border. One of these 
highways would have its northern ter- 
minus at Nogales, Ariz. The other would 
reach the international boundary oppo- 
site El] Paso, Tex. These two roads would 
offer easy access to the heart of Mexico 
for tourists from the Pacific Coast and 
Southwestern States of the U.S. 

Aleman proposes to use Export-Import 
Bank money in making travel in Mexico 
easier for tourists. Housing facilities for 
travelers are inadequate now. So a credit 
of $25,000,000 is being requested to 
finance the cost of building hotels and 
tourist courts. These accommodations 
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Disease-free cattle to pass 
inspection for export 
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would be placed along the present high- 
way and along the two proposed for 
construction to the U. S. 

Industrial development to cost $100.- 
000,000 is covered by other requests. 
Mexico asks the Bank to set up credits 
for the cost of the U.S. materials and 
services necessary to carry out these 
projects. 

In contrast with President Lazaro 
Cardenas, who put the Government into 
oil and other businesses, Aleman _pro- 
poses to have this money used by private 
companies. Hs asks that the Export- 
Import Bank extend the credits to the 
Nacional Financiera, a Government in- 
stitution. The Nacional Financiera, in 
turn, will lend it to private concerns. 

If this program is approved, these 
projects will be carried out: 

Two natural-gas pipe lines will be built. 
One, to cost $7,500,000, will carry fuel 
250 miles from the Poza Rica oil field to 
Mexico City. There it will be made avail- 
able to two industrial areas. A few domes- 
tic users also will be served. The other 
pipe line will supplement an existing line 
from Reynosa to the industrial center at 
Monterrey. 

A $7,500,000 fertilizer plant, using 
natural gas and producing ammonium 
sulphate, will be built at Mexico City. 

A $4,000,000 plant to make coke and 
its by-products will be set up at Mon- 
clova or Monterrey. 

A series of food-processing plants will 
be built at a cost of $12,000,000. Four 
will dress and refrigerate meat. There 
will be two tuna fish canneries, as well 
as plants for freezing shrimp and canning 
fruits and vegetables. Some of these 
products will be exported to the U.S. 

The power shortage in the Guadalajara 
area, where a mobile unit from the U. S. 
is now operating, will be relieved by 
censtruction of an $8,000,000 hydroelec- 
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tric plant on fhe Santiago River. Energy 
from the plant will flow through trans- 
mission lines into two power networks in 
this area. 

Farm machinery, to use in moderniz- 
ing Mexico’s primitive agriculture, will 
be bought in the U.S. at a cost of $30,- 
000,000. ; 

Textile machinery costing $5,000,000 
will be purchased in the U.S. and in- 
stalled in Mexican mills. A credit of 
$10,000,000 will be used to finance 
equipment for two new sugar mills. 

Other projects, now under study but 
not yet listed, call for $19,000,000 more. 
@ Private capital from the U.S. also is 
important to Aleman’s plans. A purpose 
of his trip to New York is to enable him 
to get on friendly terms with financial 
leaders. 

New industries and businesses in Mex- 
ico are attracting U.S. investors into 
partnership with local capitalists. Ale- 
man hopes to increase this flow of capital. 

Bonds of the Mexican Government 
now are being urged upon U. S. financial 
houses and capitalists as sound invest- 
ments that yield a high rate of return. 
@ An untouched source that Aleman 
hopes to draw upon is the new Interna- 
tional Bank. Mexican Government repre- 
sentatives are holding preliminary conver- 
sations with Bank officials. Soon Mexico 
will file a formal application for a loan. 

Total that Mexico wants from the Inter- 
national Bank is around $125,000,000. 
Most of this would be used for irrigation 
projects. The rest would be devoted to 
electrification and other phases of Ale- 
man’s plans for the development of 
Mexico. 

@ Prospects are that Mexico will get a 
lot of money from all these sources within 
the next few months. 

The Export-Import Bank considers 
Mexico a good credit risk. Heretofore, 
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Mexico has borrowed $68,000,000 from 
the Bank. It has returned $15,000,000 
and is making its payments promptly on 
the balance outstanding. It still can draw 
upon $30,000,000 worth of previously 
approved credits. 

Some of the pending applications may 
not be granted. The Bank is unfavorable 
to paying the whole cost of building roads 
and tourist facilities, but may grant 
credits for the procurement of the neces- 
sary materials and services in the U. S. 
The projects for purchasing textile and 
sugar machinery and for the Monclova 
gas line are likely to be disapproved, be- 
cause the Bank believes they can be 
financed by other means. 

Toward most of the remaining projects, 
the Bank is favorable. 

Private investors look toward Mexico 
with mixed reactions. Some of them recall 
with distaste Mexico's seizure of oil prop- 
erties in 1938. Others want to know why 
the Government’s bonds are not in 
stronger demand inside Mexico. But Mex- 
ico has finished paying for the oil prop- 
erties she took away from U.S. owners. 
She is giving service on all her bonds that 
are owned by U. S. investors. 

Most investors consider Aleman’s poli- 
cies moderate. Relatively high rates of re- 
turn make Mexican investments attractive. 

The flow of private funds from the 
U.S. to Mexico, thus, is expected to con- 
tinue in at least its present volume, and 
it may increase considerably. 

The International Bank has made no 
loans as yet. When lending is started, 
Mexico can expect to receive money from 
this source. 

Aleman’s visit to the U. S. will strengthen 
Mexicos position in relation to new 
financing. And the funds obtained will 
strengthen Mexico's dollar position and 
help her to make heavy purchases in the 
United States. . 
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COMMUNISTS SHAKEN 
IN LATIN AMERICA 


Party hurt by loss of Cabinet posts in 
Chile, threatened ban in Brazil, and 
challenge to control of Cuban labor 


Political reverses in Brazil, Chile and 
Cuba now have put Communists on the 
defensive in large and important areas 
of Latin America. 

These developments have cut in on 
Communist strength for the first time 
since the end of the war: 

@ In Brazil, the hostile Administration 
of President Eurico Gaspar Dutra is 
studying a plan to outlaw the Commu- 
nist Party. Already, the Communist 
Youth Union has been declared illegal. 

Gains made by the Communists have 
worried Dutra and other conservatives 
ever since the party was allowed to come 
above ground, in 1945. Under the leader- 
ship of Luiz Carlos Prestes, the party has 
been able to marshal about 10 per cent 
of the votes cast in the last two elections. 

Administration leaders would like to 
see the Communist Party outlawed. Their 
ban on the Communist Youth Union is a 
trial balloon. If public reaction is favor- 
able, the Government is expected to put 
the party out of business. 

@ In Chile, the collapse of friendly Pres- 
ident Gabriel Gonzalez Videla’s coalition 
Cabinet cost Communists the only min- 
istries they ever have held in the Amer- 
icas. Gonzalez now has appointed non- 
Communists because the Liberal Party, 
which conirols Parliament, would not tol- 
erate Communists in the Cabinet. Gon- 
zalez knows, too, that U. S. investors were 


dubious of the Communists in the Gov- 


ernment. 

Communists still are influential, de- 
spite the loss of their Cabinet posts. On 
the heels of the shake-up, they made 
important gains in municipal elections. 


They hold many appointive offices in the 


central and provincial governments. They 
run the unions that dominate copper and 
nitrates, Chile’s largest exports, and they 
control workers in the coal mines and on 
the railway and communications systems. 
@ In Cuba, Communists are contesting 
with members of the Auténtico Party for 
control of the Cuban Confederation of 
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Labor. Communists control the Confed- 
eration now. Auténticos challenge that 
control by questioning the eligibility of 
Communist delegates to the annual con- 
vention of the Confederation. 

@ Peaceable tactics are being used by 
the Communists in all three countries. 
But the governments concerned, particu- 
larly those of Brazil and Cuba, are watch- 
ing the situation closely, because of Com- 
munists’ control of strategic labor un- 
ions. An outbreak of strikes or labor dis- 
turbances would cause serious trouble. 

In Brazil, the party is intensifying its 
propaganda to the effect that it is a pure- 
ly democratic and national organization. 
The opposition charges that the Com- 
munists are tools of Soviet Russia. The 
Government is concerned over possible 
violence, for Communist control of port 
workers is a dagger at Brazil's throat. 
And Brazil's shaky economic structure 
would topple if the ports were tied up 
for a long time. 

Chile’s Communist Party is old and 
well organized. It contains politicians of 
long experience. It has capable propa- 
gandists, including Carlos Contreras La- 
barca, a former member of the Cabinet. 
Communist leaders will not let Gonzalez 
forget that Communist votes helped elect 
him. In future shake-ups, the Commu- 
nists will try to force their way back into 
the Cabinet. 

Cuba’s Communists know that loss of 
their hold on the Confederation of Labor 
would deprive them of much of their 
power, although they would continue to 
control the longshoremen and some other 
important unions. If their fight to retain 
outright control of the Confederation is 
unsuccessful, they will seek a compro- 
mise that will let them keep part of their 
power. 

Losses that the Communists have suf- 
fered. or that are threatened are serious. 
But the Communists in Latin America 
won their power the hard way, and they 
will fight hard to keep it. 
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CHINA BETTERS CHANCE 
OF GETTING U.S. LOANS 


Extent of aid depends on sincerity 
of new Government and American 
attitude toward Communist actions 


Reported from NANKING and WASHINGTON 


China, by reorganizing her Govern- 
ment, is improving her chances‘to get 
new financial assistance from the United 
States. There is no immediate prospect 
however, of any large-scale aid for the 
Nanking Government. 

The semicoalition Government headed 
by Gen. Chang Chun, a moderate who 
has the confidence of U.S. Secretary of 
State George C. Marshall, appears satis- 
factory to Washington officials. Feeling 
exists among them, however, that it still 
remains to be seen whether China's mili- 
tary dictatorship is on its way out. 
€ Behind the reform in China's Gov- 
ernment is more than the need of finan- 
cial help from the U. S. The changes were 
made by Generalissimo Chiang Kai-shek 
in an effort to check a decline in public 
support of his Government. The General- 
issimo believes that within six months he 
can crush most of the Chinese Commu- 
nists’ resistance. But to carry out this ex- 
pensive military program, which is using 
an estimated 85 per cent of the national 
budget, he needs the backing of the 
people, particularly that of the Shanghai 
bankers. 

Chiang timed the reorganization to co- 

incide with a Government campaign to 
raise $400,000,000 at home through the 
sale of “gold” bonds. This drive is de- 
signed to get at some of the gold bars and 
U.S. currency that is being hoarded 
illegally by Chinese. 
@ A personal victory appears to have 
been won by Chiang who has been 
struggling with the complicated reorgani- 
zation problem for nearly a year. 

Chiang’s Kuomintang Party still domi- 
nates the Government even though he is 
permitting the monopoly to be broken by 
giving Cabinet posts, for the first time, to 
members of minority parties. (See page 
47.) His old and trusted friend Chang 
Chun is Premier and he is acceptable to 
virtually all of China’s political factions, 
including the Communists. 


Frank Rounds, Jr., staff correspondent 
for World Report, says in a wireless dis- 
patch from Nanking that China’s govern- 
mental reorganization appears acceptable 
to U.S. observers and officials there. 

“It is the belief in Nanking,” says 

Rounds, “that the changes will have a 
direct bearing on loan possibilities.” 
@ U.S. assistance for China soon is to 
be taken up by Washington officials. The 
type or extent of the aid is expected to 
depend largely on the recommendations 
of Secretary Marshall. 

Small loans, for reviving China’s ex- 
ports, first may be forthcoming from the 
U. S. Export-Import Bank. It now appears 
doubtful, however, whether they will 
approach the $500,000,000 which the 
Bank last year earmarked for Nanking. 
This credit can be made available only 


on a project-to-project basis and the Bank 
appears interested only in sound loans. 

Loans that the Chinese have the best 
chance of receiving are of the type that 
will stimulate production and thereby in- 
crease exports. 

Tung oil is needed by U.S. industry, 
so assistance is likely in the interest of 
increasing production. 

The purchase of additional cotton from 
the U.S. might be financed by the Ex- 
port-Import Bank. Such a loan can help 
to increase China's exports. 

The rehabilitation of electrical power 
plants is regarded as a sourid project, 
since, with increased power, more mills 
and factories can produce for export. 

A political loan, or possibly an out- 
right grant, is advocated by some U. S. 
officials in view of China’s economic 
plight. Any assistance of this nature needs 
congressional approval. 

The Nanking Government is showing 
indications of basing its request for aid 
on President Truman’s policy of combat- 
ting communism. In Nanking, Chiang’s 
followers emphasize more and more the 
Russian threat to China while simultane- 
ously they map requests for U.S. aid, 
which run as high as $1,500,000,000. 
@ China's prospects of getting financial 
help from the U. S. now, are regarded as 
brighter than any time in the last year. 
The extent of this aid, nevertheless, still 
appears dependent on the new Govern- 
ment'’s sincerity in carrying out reforms 
and the future attitude of the U.S. 
toward Communist pressure on China. 
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Premier Chang Chun (right) with Communist Gen. Chou En-lai 


MAY 6, 1947 ¢ 15 




















FRANCE SEEKS TO END 
NORTH AFRICAN UNREST 


Demands by Arabs for independence 
imperil mother country’s economic 
co-operation with Barbary states 


Reported from PARIS 
and WASHINGTON 


The natives of Morocco, Algeria and 
Tunisia are demanding more freedom 
than France is prepared to give them. 

Rebellion in North Africa is possible, 
trouble for years to come is likely. 

The United States already is involved 
in the situation as an unwilling arbiter. 
Arab leaders look to the U.S. to support 
their bid for independence. France, al- 
ready fighting a war in Indochina and 
an uprising in Madagascar, wants eco- 
nomic help from the United States in 
order to hold North Africa, keystone of 
her empire. 

Currently the U. S. is going along with 
French plans to treat North Africa as a 
unit in the French Empire. Power lines 
and railroad equipment for Arab lands 
are purchased in the U.S. by French- 
men. Exports of North African phos- 
phate, iron ore and foodstuffs are counted 
in the over-all estimate of French econ- 
omy on which French credit abroad is 
based. 

At the same time, U.S. officials are 
listening to the political plans of Arab 
leaders with an interest which North 
Africans consider encouraging to their 
bid for independence from France. Arab 
leaders are beating a path to Washington 
while giving Paris a wide~berth. The 
French are concerned about Washington’s 
plans. 

Now there are signs that a showdown, 
both military and political, is to come 
soon between the French and North Af- 
rican nationalists. The struggle may force 
Washington to find a means of recon- 
ciling its political and economic policies 
toward the African lands. 

@ French plans currently place divided 
emphasis between military and economic 
factors. 

To hold the land against violence, 
France is taking costly precautions. 

French troops, now spread very thin 
through Morocco, Algeria and Tunisia, 
are being quietly increased in number. 
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Troop trains are moving each week from 
the French zones of occupation in Ger- 
many and Austria through France to 
North Africa. 

Shortages of man power in French in- 
dustry suggest a reduction of armed 
forces, but the critical situation in North 
Africa has altered Government plans. An 
additional 220,000 conscripts are to begin 
military service by May 15. Many will go 
to African garrisons. 

None of these moves is popular with 
the French Communists. They are trying 
to win followers in North Africa by sup- 
porting autonomy moves. The Paris Gov- 
ernment, usually dependent on Commu- 
nist support, is defying the left wing to 
show North Africans that France will not 
give up there without a fight. 

To hold the people, France is combin- 
ing offers of autonomy with plans for 
economic development of Morocco, Al- 
geria and Tunisia. 

Autonomy within the French Union, a 
plan for federating the French Empire 
into a body dominated by France, is be- 
ing offered to Morocco and Tunisia, both 
protectorates, not colonies, of France. 
Nationalists of both countries have re- 
fused to accept it. Morocco’s Sultan is 
listening to French proposals, but with 
little enthusiasm. Tunisian nationalists 
refuse to consider anything except pro- 
posals for real independence. 

Algeria, agriculturally the richest of 
the three Barbary states, is in a special 
position. It contains 750,000 French 
colonists, most of them farmers, among 
7,000,000 natives. The coastal provinces 
are administered as departments of con- 
tinental France. 

France is offering Algeria’s educated 
Moslems full citizenship as Frenchmen. 
Algeria is to get 30 deputies in the French 
Assembly—15 Moslems and 15 French 
colonists. Algerian. nationalists want an 
Algerian government with Arabic as the 
official language and an Algerian parlia- 
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ment in which French colonists would be 
in a minority to Algerians. 

Economic planning for Algeria is tied 
closely to France’s home plans for in- 
creasing production with emphasis on 
exports. Dams are being built to increase 
Algerian farmland through irrigation and 
to provide power for additional industry. 

France also is seeking independence in 

citrus fruits through her colonies. Elabo- 
rate irrigation projects near Casablanca 
are to increase the production of oranges 
and lemons in Morocco. 
@ Native unrest has its origin in the 
political and economic ambitions of native 
Berbers, predecessors of the Arabs in 
North Africa, and of the Arabs who are 
usually better educated than the Berber 
majority. 

North African unity is a new develop- 
ment, an outgrowth of the war. 

Before Syria and the Lebanon burst 
through French rule to become independ- 
ent states, Morocco, Algeria and Tunisia 
were divided, each quarreling with the 
French, but each pursuing separate plans 
for autonomy and independence. Now 
the part that each played as a base of 
Allied operations during the war is a 
unifying factor against the French. 

Tunisia’s nationalists, seeking help for 
independence, went to Syria and the 
Lebanon. These new states, which have 
little love for the. French, their former 
rulers, persuaded the Arab League to take 
up the North African cause. Moroccans, 
Algerians and Tunisians met recently at 
Cairo under the auspices of the Arab 
League. 

As a result of this unity, the French 
now fear that trouble in any one of the ~ 
North African countries may bring a gen- 
eral rising of Moslems against the French. 

North African prosperity appears to be — 
just around the corner. Native nationalists 
are determined that natives, not French- 
men, shall enjoy the profits. 

Morocco and Algeria are the richer 
for the war. Improved railways and roads, 
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new airports and port installations were 
left by the Allies. Even Tunisia, where 
Americans first battled Axis troops, is re- 
covering swiftly. 

Grain production in North Africa is 
emerging from a drought that forced 
France to send U.S. and Argentine grains 
to African regions that once exported 
them. This year the harvest may be good. 
North Africa, which produces more wheat 
in proportion to its population than the 
U.S., soon is expected to export again. 
Normal output is 2,700,000 tons of wheat 
and 3,800,000 tons of barley. 

Algerian wines, which make up the 
bulk of the cheap wines consumed by 
French workers, now are close to prewar 
quantities. North African wines are 36 
per cent of French production. 

Phosphates, a fertilizer base, are ex- 
ported from North Africa in bigger quan- 
tities than from any other country, in- 
cluding the U.S. which «is the largest 
producer. Morocca’s phosphate exports in 
1946 exceeded prewar exports. Tunisia, 
drawing on stocks, exported 1,645,763 
tons of phosphate last year and is ap- 
proaching leadership of world exporters. 


@ Without the French, North Africans 
would invite other countries, principally 
the U.S., to compete with each other in 
developing the resources of Morocco, 
Algeria and Tunisia. The Moroccan Sul- 
tan said this was his intention in a speech 
at Tangier that alarmed the French. 

At present French officials govern the 
overseas trade, finance, customs and other 
affairs of all three Barbary states. French- 
men must give permits for imports and 
exports. Trade is funneled through 
French, not Moslem, channels. 

American war veterans, attracted to 
North Africa’s trade _ possibilities, are 
finding few opportunities that are not 
controlled from Paris. U.S. firms handle 
most of their business through Paris 
offices, with French representatives in 
Africa. One veteran, striving to open a 
bottling plant for an American soft drink 
in Casablanca, has been meeting innu- 
merable obstacles from French official- 
dom. 

Sponge buyers find that warehouses in 
Tunis are bulging with 160 tons of 
sponges because French authorities feel 
the prices offered abroad are not high 


enough. The only Tunisian sponges 
reaching the world market at present are 
those taken from Tunisian waters by 
Italian fishermen, poaching by night and 
selling in Italy. 

The trade balance of North Africa be- 

fore the war totaled $243,000,000 for 
exports, $247,000,000 tor imports. Na- 
tives say they would have a favorable 
balance, a higher living standard, if the 
French would go. 
@ A showdown between France and 
North African nationalists is approaching 
rapidly. The Moroccan Sultan, whom the 
French once considered their figurehead, 
now leans toward the Arab League and 
real independence. A Tunisian bey, exiled 
by the French as pro-Axis during the war, 
is more influential among Tunisians than 
the substitute by the French put on the 
throne. Algerians are arming; French col- 
onists are moving to the cities. 

When trouble comes, the U.S., to 
whom both sides look for support, may 
find ground for a compromise between 
North Africa's hope for independence and 
French need for North Africa’s economic 
co-operation. 
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STALINGRAD REVIVES 
RAVAGED INDUSTRIES 


Steel, tractors, lumber produced 
as Soviet helps city overcome 
shortages of man power, housing 


Reported from STALINGRAD 


Most of Stalingrad’s 100 prewar fac- 
tories are back in production now. 

Russian planning has been concen- 
trated on the smashed city to make of it 
a working model of postwar recovery. 
Men and materials from throughout the 
Soviet Union have been brought into 
Stalingrad to hasten its revival. 

A double incentive is the fact that 
Stalingrad bears the name of Russia's 
Premier Stalin and is regarded by Rus- 
sians as a shrine of victory, the city where 
the Nazi tide was turned back in the 
winter of 1942 -43. The effect may be to 
slow the pace of rehabilitation in some 
parts of Russia in order to speed the re- 
covery of Stalingrad itself. 

How the city is being rebuilt is told 

in this dispatch by Robert Kleiman, staff 
correspondent for World Report in Rus- 
sia: 
@| industry is getting the first priority in 
the reconstruction of Russia's devastated 
areas. Giant factories, built anew from 
the ground up, have risen in the midst 
of acres of rubble and ruins in Stalingrad. 
Steel and tractor plants, lumber mills and 
meat-packing plants are turning out sup- 
plies. 

These industries, which now are help- 
ing in the rehabilitation of other ruined 
cities and farms, have been rebuilt with 
assistance from all parts of the Soviet 
Union. Stalingrad’s factories have been 
reconstructed and restored to operation 
with steel from Magnitogorsk, coal from 
the Donbas and timber floated down the 
Volga River from forests 700 miles to 
the north. 

Little assistance has come from abroac. 
Machinery to retool everything from shoe 
factories to ball-bearing plants has been 
produced for Stalingrad by Russia’s own 
industrial centers in such. places as the 
Urals, Leningrad and Moscow. 

The extent to which Russia is equip- 
ping her own plants can be seen from the 
fact that the Djerjinsky tractor plant, 
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Stalingrad’s largest factory which was 
equipped entirely with U.S. machinery 
when first built in 1930, now is outfitted 
80 per cent with Soviet-made machines. 

Production has been resumed, although 
only a few of Stalingrad’s factories are 
completely reconstructed. Both the Red 
October steel mill and the Djerjinsky 
plants are 70 per cent reconstructed and 
production is 70 per cent of the prewar 
level. Stalingrad has followed a policy of 
restoring plants to production, section 
by section, as they are rebuilt. 

The Red October plant, Russia’s largest 
producer of high-quality alloy steel, now 
is producing at a rate exceeding 500,000 
tons yearly. Output is expected to reach 
the prewar rate of 750,000 tons next 
year, and go up to 1,000,000 tons by 
1950. This is in advance of the over-all 
plan for industry in devastated areas 
as a whole, which is scheduled to reach 
prewar output by. 1950. 

Production quotas are high targets and 
not all of Stalingrad’s factories can equal 
the record of the Red October plant. The 
first-quarter production at the Djerjinsky 
tractor plant was 60 per cent ahead of 
last year, but it still fell 10 per cent short 
of the fixed quota. 

By the Stalingrad plan, only half the 

city's enterprises met or exceeded their 
production quotas in the first quarter of 
1947. 
@ Man power, acutely scarce, has been 
the biggest handicap to production, add- 
ing itself to shortages of fuel, transporta- 
tion and building materials. 

Prisoners of war are being used to ease 
the labor shortage. The prisoners are 
Germans for the most part, but they in- 
clude a few Romanians and Hungarians. 
They live in camps on the outskirts of the 
city and are brought in by truck daily 


- for labor. 


The main job given prisoners is that of 
clearing rubble which still covers more 
than half the city’s area. A few skilled 


mechanics are employed in‘ the factories 
themselves. They say that they are being 
paid at the same rate as the Russian 
workers, that they are getting enough to 
eat and that they receive mail regularly 
from home. 

But they want to go home, and their 
morale is low. They obviously do not 
make much dent in Stalingrad’s man- 
power needs. 

Migrant labor, imported from other 
sections of Russia, is being encouraged to 
settle down in Stalingrad to fill in the 
man-power pool depleted by the war. 
During the battle, 50,000 Stalingrad ci- 
vilians were killed by. the Germans or 
drowned fleeing across the Volga. Most 
of the half million population who sur- 
vived the war were evacuated to the 
countryside or to the Urals. Only 300,000 
have returned. 

Now agents have been sent to the far 
corners of the Soviet Union to recruit 
labor for the city’s industries, despite the 
fact the country as a whole is experienc- 
ing labor scarcities. There are pools of 
idle workers that can be tapped. These 
include industrial workers temporarily 
out of work because of reconversion, re- 
turned servicemen, young people just 
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reaching work age and office workers who 
have been fired in recent months as the 
result of a Government drive to reduce 
the numbers of white-collar workers in 
Government and industry. 

Labor recruiters, working for the city, 

offer these people higher pay and better 
rations than they can get in other parts of 
Russia. Though wage rates normally are 
fixed uniformly by the Government on a 
nation-wide basis, Stalingrad comes under 
a special decree authorizing higher 
wages in those areas where living con- 
ditions are especially difficult. 
@ Housing space has been built for only 
25 per cent of Stalingrad’s prewar popu- 
lation, although the city’s actual popu- 
lation now is 60 per cent of prewar. A 
considerable part of the city’s residents is 
living under primitive conditions. 

Nine out of every ten buildings in the 
city were destroyed beyond repair during 
the war. In the downtown area, where 
modern apartment and business buildings 
were transformed into piles of rubble, 
families have burrowed through the de- 
bris and set up housekeeping in the 
cellars. 

One such family of seven is living in 
a small room about 8 by 12 feet, plus two 


tiny alcoves. Clever decorations have 
turned the room into a cramped, but com- 
fortable, home. Other families have made 
their homes in dugouts and pillboxes or 
makeshift shanties. 

Government loans have enabled sev- 
eral thousand families to build tiny, but 
permanent, cottages in the suburbs. The 
loans are repayable over 10 years and 
they entitle the borrower to buy all the 
building materials he needs at low Gov- 
ernment prices. Most of these homes in- 
clude a kitchen garden-plot. 

Electricity was restored last November 
on the anniversary of the Bolshevik revo- 
lution and almost every dwelling in the 
city has electric lights. 

Water systems have not been repaired. 
All water for drinking, cooking, bathing 
must be hauled by hand from the Volga 
River which provides a muddy-fluid even 
after the water is boiled. Many homes are 
more than a mile from the river. 

@ Planning for the future Stalingrad is 
divided among several agencies. Housing 
and cultural planning, for example, is 
handled by a Government trust “for the 
reconstruction of Stalingrad.” Industrial 
reconstruction is the responsibility of 
each factory. The over-all effort is co- 
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ordinated by seven “trusts,” one for eagh 
major branch of industry. When needs 
for labor and materials conflict, alloca- 
tions are determined according to priori- 
ties set up in the Five-Year Plan. 

Government construction of housing 
and public buildings is not scheduled to 
get into full swing until’ 1949. However, 
detailed plans of the new city, including 
architects drawings of the main build- 
ings and model apartment houses, al- 
ready have béen prepared and approved. 

Zoning regulations have been in force 
since the liberation of the city. They limit 
construction of individual cottages to 
specified suburban areas. Huge cleared 
areas adjacent to each factory are being 
reserved for modern apartment buildings 
to house factory workers. The new city 
is to be laced with broad boulevards and 
every section will have parks and play- 
grounds. Each community will be a com- 
plete unit with schools, hospitals, shops 
and amusements. 

All this, however, lies in the future. It 
will be 1951 before the total of temporary 
and permanent housing approximates the 
prewar total. It will be 1960 before the 
reconstruction of the city is completed, 
if present plans are fulfilled on time. 
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BRITAIN’S TOBACCO TAX 
EXPECTED TO BACKFIRE 


4 American growers count on fact 
that increase in import duties 
never has lessened their sales 


Reported from LONDON and WASHINGTON 


Exports of U.S. tobacco are not likely 
to be disturbed by the British Govern- 
ment’s attempt to reduce the smoking 
habits of Britons by taxation. 

Even should a slump occur in British 
buying—a prospect now discounted by 
U. S. growers—other markets are opening 
up to fill the gap. The U. S. has advanced 
credits to European nations for the speci- 
fic purpose of buying American tobacco, 
the country’s No. 2 export crop. 

Britain is the biggest buyer. By raising 
import duties to the point where a pack- 
age of American cigarettes will cost 67 
cents in London, the Government hopes 
to reduce tobacco buying by 25 per cent 
and save $30,000,000 a year. Experts in 
the U. S. doubt if the plan will work. The 
most they expect is a temporary lull in 
British buying. 

U. S. growers count on the fact that, in 
the past, increases in import duties never 
have cut Britain’s purchases of tobacco. 

«] Behind the higher duty are Britain’s 
heavy debts and a record of increasing 


expenditures of dollars for a commodity 
that the Government considers nonessen- 
tial. 

British smokers, who in 1938 spent 
the equivalent of $708,000,000 for retail 
tobacco, spent about $2,412,000,000 last 
year. Consumption of tobacco increased 
from 190,000,000 pounds to 250,000,000 
during the same period. 

Imports of unmanufactured tobacco 
rose. from 346,000,000 pounds in 1938 
to 433,000,000 pounds in 1946. Some 85 
per cent of that tobacco came from the 
United States. Last year, the United 
Kingdom got 365,000,000 pounds of 
American leaf, approximately 60 per cent 
of all U. S. exports. 

Dollars used to pay for tobacco could 
have been used for imports of vital food, 
raw materials and machinery to aid 
Britain’s recovery from war. Tobacco 
shipped from the U.S. in 1946 cost 
Britain $214,000,000. 

@ Opposing a cut in the number of dol- 
lars Britain spends for tobacco are a 
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~ number of facts that are not changed by 


the higher import tax. 

Demand for tobacco is at a record level 
in Britain. The British were the world’s 
heaviest smokers before the war. The 
pace of the war and food shortages tend- 
ed to increase the British taste for to- 
bacco. Full employment, higher wages 
and tax reductions in the lower-income 
brackets provide British smokers with a 
record purchasing power. 

As ‘long as there are few consumer 
goods and little food for sale, the demand 
for tobacco to ease austerity is expected 
to stay high. 

Already, Britons are cutting down on 
buying other things in order to be able 
to buy as much tobacco as they did be- 
fore the prices went up. 

Empire preference allows tobacco from 
the British Empire to be imported for 

7 cents a pound less than tobacco from 
other countries. The price advantage 
enjoyed by Empire tobacco, however, 
is reduced by the higher duty now im- 
posed. The competitive edge Empire 
tobacco holds is 2.5 per cent. 

The price of cigarettes actually has 
little relation to the cost of unmanufac- 
tured tobacco. Best U. S. leaf costs British 
buyers about 65 cents a pound. Empire 
tobaccos may cost half that. But when 
an import duty of $10.50 is added to the 
purchase price, the difference between 
$11.15 and $10.85 seems small. As a 
result, American tobacco now is in a bet- 
ter competitive position in the British 
market than before the tax boost. 

Quality of American leaf permits Brit- 
ish manufacturers to use virtually all 
the tobacco on which they pay import 
duty. But a considerable part of each 
shipment of Empire tobacco turns out to 
be useless. Thus the higher the duty is, 
the greater the premium on quality and 
the greater the demand for American 
tobacco. 

Another factor may nullify the aim of 
Britain’s tobacco tax altogether. After 
July 15, Britain must exchange freely into 
dollars the pounds other countries earn 
from trade with Britain. This will be a 
drain on Britain’s scarce dollars, but it 
will also provide many countries with 
funds they have so far lacked to buy 
American tobacco. 

The prospects thus are that Britain’s 
scheme to save $30,000,000 by cutting 
down tobacco purchases will not work. 
One way to save dollars would be to limit 
tobacco imports directly. Such a step, 
-however, is regarded as a last resort. In 
the long run, American growers, the 
world’s biggest tobacco producers and 
exporters, look for a growing market in 
Britain. 


























tex Apnod forU S&S. Pat. O8. 


GREECE LOSES PROFITS 
FROM MERCHANT FLEET 


Registry abroad expected to cost 
Government $90,000,000 this year. 
Problem is how to capture revenue 


Reported from ATHENS and NEW YORK 


Greece is going to lose about $90,000,- 
000 this year because her needy Govern- 
ment has not figured out a way to make 
Greek shipowners send their profits 
home. 

Officials of the Greek and U.S. gov- 
ernments, now getting ready to spend 
$300,000,000 to strengthen Greece, are 
bafled by the problem of how to force 
shipping revenue into the countrv. They 
think that the profits of Greek shipping 
ought to be plowed back into the Greek 
economy, but so far they have been un- 
able to get more than 10 per cent of the 
profits returned to Greece. 

@ Greek shipowners are expected to 
make profits of about $100,000,000 this 
year. 

The Greek merchant fleet, though se- 
verely reduced by the war, is now bigger 
and better than in 1939. During the war, 
73 per cent of Greek tonnage was sunk. 
Since the war, however, Greece has 
bought 100 U.S. Liberty ships and 
Greek shipowners on their own have 
bought many additional vessels. As a 
result, Greek merchant tonnage now is 
slightly above the prewar figure of 
1,933,000 tons. Furthermore, almost all 
of the new fleet consists of bigger, faster 
ships, a vast improvement over the an- 
tiquated “junk fleet” for which Greece 
was known in prewar days. 

The trade these ships ply is far more 
lucrative today than ever before. Until 
the war, 86 per cent of Greek ships were 
used as tramp steamers. Most Greek bot- 
toms served either in the Mediterranean 
or in the River Clate trade in South 
America. Today, however, many Greek 
ships are engaged in the high-paying 
traffic between Europe and the United 
States and on other blue-ribbon routes. 
Freight rates are at the highest point in 
peacetime history. 

Profits of these vessels are almost en- 
tirely in dollars and other negotiable cur- 
rencies. While in 1937 the Greek mer- 


chant fleet made profits of only about 
$20,000,000, this year the profits are 
expected to be about five times that sum. 
@ Greece's share in these profits will be 
small, probably not much more than 
$10,000,000. 

Vessels that fly the Greek flag must 
pay taxes to Greece. Total taxes this year 
will provide about $4,000,000. All the 
Liberty ships bought by the Greek Gov- 
ernment and then resold to Greek ship- 
owners must fly the Greek flag and their 
owners must pay the Government an 
annual sum toward the ship's mortgage. 

A share of Greek seamen’s wages also 
returns to Greece. Greek seamen are now 
among the highest paid in the world, 
but only about 20 per cent of their wages 
usually is sent home. This will provide 
Greece with $3,400,000 this year. 


Many Greek shipowners prefer, if they 
can, to register their ships under flags 
of other nations to escape restrictive tax 
laws and labor union terms in Greece. 

hus, there are now more than 100 

Greek ships registered under the flags of 
Panama, Honduras, Britain, Canada and 
other countries. Their owners, dominated 
by four families who control more than 
70 per cent of Greek shipping, reside in 
New York, London, Egypt—anywhere 
but Greece. Scarcely any of their profits 
go back to Greece. This was as true be- 
fore the war as it is today, though now 
larger sums of money are involved. Greek 
shipowners as a group have never sent 
back to Greece more than a fifth of their 
profits. 
@ The United States Government is re- 
fusing to sell any more surplus ships to 
the Greeks. The U.S. is advising the 
Greek Government to find some way of 
getting a larger share of the merchant 
marine profits. Also the U.S. feels that 
the task of restoring Greek merchant ton- 
nage to prewar levels has been complet- 
ed. New U.S. restrictions on selling sur- 
plus ships abroad are not aimed exclu- 
sively at Greece, but the result is that 
Greece is unable to buy 50 more ships 
she would like to have. 

In the long run, Greek and U. S. ofh- 
cials recognize that Greek shipowners 
are not likely to invest their profits in 
Greece until the country gets out of 
bankruptcy. Until then, Greece is likely 
to get only a small share of the big 
profits her shipowners are making. 
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EXPLORATIONS SHOW ANTARCTIC 
HAS LITTLE WORTH AT PRESENT 


Continent’s military value is greater 


than its economic; mineral wealth 


. 


discovered would be hard to exploit 


The flurry of exploration in Antarctica 
is attracting world attention to the ques- 
tion of why nations think the area has 
any value. 

«) Results of explorations so far point to 
these facts: 

Minerals undoubtedly exist, but no one 
has found an economical way to get 
them out. Explorers have found a very 
poor grade of coal and traces of copper, 
molybdenum, tin and manganese. They 
have not found uranium or any other 
material usable for atomic energy. 

Whaling is a $15,000,000-a-year in- 
dustry in Antarctic waters and currently 
is enjoying a boom because of the world 
shortage of fats and oils. Great Britain, 
the U.S., Russia, Norway and Japan all 
are interested in the whaling industry. 

Weather data from the Antarctic even- 
tually might be worth hundreds of mil- 
lions of dollars to the world’s farmers if 
a method can be developed for refining 
interpretations of such information. Full 
reporting of weather data from the South 
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ANTARCTIC AMPHITRACS: The U.S. exped 


Polar region would have made it pos- 
sible to forecast the freakish cold wave 
of last winter, which caused immense 
damage in the United Kingdom and 
much of Europe. 

Storehouse for the world’s food re- 
serves, Rear Admiral Richard E. Byrd’s 
suggestion, is largely discounted. Most 
foods can be stored without refrigeration. 
Perishable foods can be stored more 
economically in refrigerated warehouses 
than in remote Antarctica. 

@ Longer-range view, adopted by states- 
men who must try to foresee what the 
value of the Antarctic will be 50 or 100 
years from now, raises many other points. 

Economic worth of Antarctica depends 
almost entirely on the additional min- 
erals found and their accessibility. Pros- 
pectors so far have not discovered de- 
posits in commercial quantities. Large- 
scale prospecting in the Antarctic is yet 
to come. Nothing is known about what 
minerals may lie beneath the ice and 
snow that cover most of the Antarctic 
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landscape. But potentialities are good. 
Some of the Antarctic mountains are an 
extension of the mineral-rich Andes of 
South America. 

Prospecting in the Antarctic is being 
stepped up by the U.S. and Britain. 
Other nations eventually are to join the 
hunt for mineral wealth. The Finn Ronne 
expedition, now wintering in the Antarc- 
tic, is devoting a large part of its efforts 
to a search for minerals, including oil. 

Operation High Jump, the U.S. Navy’s 
large-scale expedition in January and 
February, made little effort to investigate 
mineral resources. 

The British now are the most active in 
geological investigations. Two British 
parties with dog sleds have been making 
detailed studies on the bleak plateau of 
the Palmer Archipelago. 

Obstacles to prospecting are so formi- 
dable, however, that many years of in- 
tensive work must be done before sci- 
entists can begin to form some idea 
about the mineral resources of Antarctica. 

Exploration on the ground is tedious, 
expensive and, hazardous. Snow or gla- 
ciers cover most of the land. Tempera- 
tures drop as low as 80 degrees below 
zero Fahrenheit. Winds of hurricane ve- 
locity often halt all activity. 

Even if rich discoveries are made, it is 
doubtful whether they can ever be ex- 
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ploited. Mining in the Antarctic would 
involve the building and maintenance of 
expensive camps to protect workers and 
machinery from the cold. All supplies 
would have to be brought in by sea or 
by air. Minerals, once mined, would have 
to be shipped far on hazardous seas for 
processing. 

Development of any minerals discov- 
ered, therefore, is likely to wait until 
_ deposits elsewhere begin to run out or 
until techniques are devised that can 
make the use of Antarctic resources easier 
and cheaper than at present. 

@) Strategic value of the Antarctic is to 
grow as atomic weapons make the Pan- 
ama Canal harder to defend and long- 
range bombers force military strategists 
to consider any area a potential base. 

For attack against the Americas in any 
future war, the Antarctic could provide 
well-hidden bases for submarines and 
surface raiders preying on South Atlantic 
shipping. 

During World War II, the Germans 
established such a base at Deception 
Bay, only 500 miles from South America. 
The installation was not discovered until 
early 1941, when it was secretly de- 
stroyed by a Chilean naval party. The 
German base may have helped the Ger- 
man pocket battleship, Graf Spee, which 
did considerable damage to Allied ship- 
ping before she was scuttled off Monte- 
video in December, 1939, to avoid cap- 
ture by the British. 

For defense of the Americas in the 
event of war, the Antarctic is gaining im- 
portance because of the increased vulner- 
ability of the Panama Canal. In case of 
destruction or serious damage to the 
Canal, the U.S. would move at once to 
establish bases to protect shipping around 
the southern tip of South America. 

Palmer Archipelago, also known as 
Graham Land, juts far northward from 
Antarctica toward South America. Ad- 
miral Byrd has reported that there is 


ample space for defense bases on the 
northern coast of Antarctica, and that 
work on bases of all kinds would be pos- 
sible at certain seasons. 

Argentina and Chile are most alert to 
the strategic significance of thé Antarctic. 
Any aggressor in the Antarctic would be 
within knocking distance of South Amer- 
ica’s back door. 

@ International rivalry for the Antarc- 
tic is sharpening now as the interested 
powers become more and more aware of 
the possible value of the frozen continent 
in the future. 

The British claim a large wedge of 
Antarctica in the strategic sector just 
south of South America. The area claimed 
by Britain includes Palmer Archipelago, 
where the Byrd expedition of 1939-41 
established a base at Marguerite Bay. 
This is the same base now occupied by 
the Finn Ronne expedition, also from the 
U.S. The British have set up a camp on 
the same site. 

Britain has been moving quietly since 
1943 to strengthen her claims in the 
Antarctic. In that year, Britain sent a 
secret expedition with orders to complete 
the mapping of Palmer Archipelago, make 
an economic survey of the area and estab- 
lish weather stations. The mission was 
kept so secret that the U. S. Government 
did not get wind of it until a year later. 
Why the British chose the middle of the 
war to resume their exploration of the 
Antarctic is a question that has never 
been fully answered. 

Since 1943, the British expedition has 
expanded to include five bases and is be- 
ing maintained by the British Government 
as a long-range project. Prolonged oc- 
cupation would strengthen British claims 
by enabling them to assert that they have 
actually established permanent settle- 
ments in the Antarctic. The only other 
permanent settlement in the area is on 
Laurie Island, where Argentina has oper- 
ated a weather station since 1904. 





The U.S. Government does not claim 
any part of Antarctica and recognizes no 
territorial claims by other powers. U. S. 
position is that the Antarctic should be 
open to all nations equally and that inter- 
national co-operation should be encour- 
aged in obtaining more scientific data, 
establishing weather stations and regulat- 
ing whaling. 

The Americans now are extending 
their explorations in the Antarctic to 
counterbalance Britain’s penetration. 

Although the principal aim of the U. S. 
Navy expedition that recently visited 
Antarctica was to test equipment and 
train men in polar operations, the trip 
also resulted in extensive mapping sur- 
vevs that will serve to strengthen the 
hand of the U.S. when the time comes 
for discussing claims. 

More important, in terms of future 
claims, is the Finn Ronne expedition, 
working under private auspices, but with 
the blessings and some assistance of the 
U.S. Navy. The expedition is to spend 
more than a vear in the Antarctic, con- 
ducting scientific investigations in a 
variety of fields. 

Other claimants to parts of Antarctica 
are Australia, New Zealand, Russia, 
France, Belgium, Norway, Argentina and 
Chile. Of these, only Argentina and 
Chile are known to have sent ships into 
the area recently, and they landed no 
expeditions. Australia is planning to send 
a full-scale expedition to the Antarctic 
next December. 

But the main competition in the Ant- 
arctic, for the present, is between the 
U.S. and Britain. When the two nations 
have learned more about the potential 
value of the area, conflicting claims are 
to be brought out into the open. 

Before that can happen, the men on 
the ground must try to find out whether 
there is anything to be had in the Ant- 
arctic besides whales and weather in- 
formation. 
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GOVERNMENTS ON THE AIR 


Hours Per Week of Broadcasts Beamed to Other Countries 


Ten years ago, international voice broad- 
casting was virtually unknown. Today, an 
average of 25 such short-wave broadcasts are 
on the air every minute of the week, day and 
night. Governments of 55 nations spend more 
than 4,200 radio hours a week explaining them- 
selves to other peoples. The Worldgraph shows 
the weekly hours for each of 15 of these nations. 
{in wartime, such broadcasts were an arm of 
psychological warfare. Question under debate 
in the U.S. today is whether government-di- 
rected radio programs remain legitimate and 
appropriate instruments for furthering national 
security in times of peace. 

International broadcasting has shrunk from its 


wartime peak. In 1944, for example, Russian 
broadcasts rose to a total of 635 hours per 
week, double the current volume. But the low 
point was reached last year. Today, British pro- 
grams are sent out in 46 languages, Russian in 
30, U.S. in 25. Europe is the favorite target. 
Beamed to it are 43 hours per day from Britain, 
29 from the U.S., 23 from Russia. In Latin 
America, the U. S. takes the lead with 18 hours 
per day, followed by 9 from Britain and only 2 
from Russia. Both Russia and Britain beam 
between four and five hours daily to the U. S., 
while the U.S. and Britain have inaugurated 
programs to Russia. What is left, less than 10 
hours for each of the three, goes to the Orient. 
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(What does the future hold for the 
United Nations? What are the prin- 
cipal influences affecting the interna- 
tional organization set up as an in- 
strument to achieve and maintain 
world peace? In this authoritative 
analysis, WORLD REPORT exam- 
ines the record of the U.N. as it ap- 
proaches its second birthday, and 
presents an interpretation of the signs 
that point to the future.) 


HROUGHOUT its brief life there have 
been apparent three major forces at 
work in the U. N. The first is the under- 
lying moral power of 55 nations, united 
in an effort to make the organization an 
irresistible power for peace, security 


and the advancement of mankind. It is 


always at work to surmount difficulties 
and to limit shortcomings. 

The second is the basic differences 
in interest and point of view as between 
the great powers and the lesser powers: 
In other words, the clash between the 
theory of equality and the reality of in- 
equality. Thus far, this factor has been 
more apparent than real, but it is a 
force to be considered. It has been 
much discussed, particularly in the Gen- 
eral Assembly. It concerns itself largely 
with the question of the veto, but does 
not obtrude itself unduly when appor- 
tioning responsibility for the budget. 

The third factor and the one most 
obvious in its effect on the history of the 
U.N. to date is the continued lack of 
co-operation and agreement between 
the Soviet and non-Soviet groups of na- 
tions—or more specifically, between the 
U.S. and Great Britain on the one hand 
and Russia on the other. This is ap- 
parent at almost every turn. It has 
manifest itself in all discussions con- 
cerning military forces, the control of 
atomic energy and conventional dis- 
armament, It has been the underlying 
cause of practically all disputes. It is 
the same difficulty that operates with 
such deadly effect outside the U.N. 
in the negotiations for the peace settle- 
ment. 

How can the first year and a half of 
the U.N. be interpreted as an indica- 
tion of its probable future? 

The U.N. Charter was drafted at 
San Francisco in June 1945, and came 


THE FUTURE OF THE U.N. 


into being in October 1945, when rati- 
fied by the twenty-ninth state, which 
happened to be Russia. The first meet- 
ing of the General Assembly took place 
in January 1946, at London. This meet- 
ing set up the machinery of the U.N. 
organization, with the exception of the 
Treisteeship Council. To meet a situa- 
tion not contemplated in the Charter, it 
established an Atomic Energy Com- 
mission. 

The Security Council has been meet- 
ing in New York since March 1946. The 
General Assembly met there from Oc- 
tober to December 1946. The Trustee- 
ship Council and Commission for Con- 
ventional Armaments recently have 
been organized. The U. N. now is estab- 
lished in New York as a going concern. 

When the scope and diversity of the 
organizational problems are considered, 
this record is an indication of the sound- 
ness of the Charter, and of the world- 
wide basis of support for the U.N. It 
constitutes a period of healthy and en- 
couraging development. 


THE DIFFICULTIES 


But while the machinery was set up 
promptly and successfully, unforeseen 
difficulties in its operation were not long 
in appearing. 

One of the key points in the Charter 
was the provision for military forces to 


be available to the Security Council. 


The Military Staff Committee was 
charged with preparing, “as soon as 
possible,” the agreements under which 
these forces would be furnished. After a 
full year, it is only now submitting an 
incomplete and divided report, with 
Russia in the minority. 

The control of atomic energy offered 
a stupendous and unforeseen problem. 
The Atomic Energy Commission has 
labored long and hard to solve it, but 
so far without success, due to the in- 
ability of Poland and Russia to agree 
with the solution proposed by the nine 
other members of the Commission. 

The Charter contemplated that, after 
the question of military forces for the 
U.N. was settled and the peace settle- 
ments accomplished, the Security 
Council would formulate plans for the 
regulation of armaments. For reasons 


not entirely clear, however, Russia, 
has forced immediate consideration of 
conventional armaments, while stead- 
fastly opposing the proposals for the 
control of atomic energy supported by 
9 of the 11 members of the Security 
Council. 

It was the understanding at the San 
Francisco Conference that the veto 
right of the great powers would be used 
sparingly and then only in questions 
affecting either the structure of the 
U.N. or matters of vital national con- 
cern. In practice, it has not worked out 
this way. Outside of votes on admission 
of members, where the U.S., Russia 
and Great Britain all have used the 
veto, Russia has invoked it seven times 
and France once. This unforeseen de- 
velopment now presents the most seri- 
ous obstacle to the effective functioning 
of the U. N. machinery. Unfortunately 
there seems to be little chance that it 
can be removed in the near future. 

Another untoward development has 
been a tendency to bring into the Se- 
curity Council and General Assembly 
matters whose character and import- 
ance do not warrant such action. Some 
cases of this kind suggest a desire to 
gain the propaganda value of discussion 
in the world-wide forum of the U.N. 

Superimposed upon all these diffi- 
culties, which have hindered the 
smooth and effective operation of the 
organization, has been a practice of 
calling upon the U.N. to solve prob- 
lems for which it is neither designed 
nor equipped. 

Among all its troubles, the U. N., as 
might be expected, has compiled a 
record characterized as much by failure 
as by accomplishment. 

The first dispute to come before the 
Security Council involved alleged Rus- 
sian pressure in Northern Iran and 
Russia's failure to withdraw her forces 
as previously agreed. This problem was 
solved by the eventual withdrawal of 
the Russian troops. While no formal 
decision was recorded by the Council, 
it is quite apparent that action by that 
body actually was responsible for the 
removal of this serious threat to the 
stability of the Middle East. Iran may 
be marked on the credit side of the 
U.N. record. 
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Development Probably Will Be Gradual, 
Whether Toward Success or Dissolution 


The next important dispute before 
the Council involved the withdrawal of 
British and French forces from Trans- 
Jordan and Lebanon. While disagree- 
ment in the Security Council, in the 
form of a Russian veto, prevented a 
clear-cut decision, the French and Brit- 
ish agreed to act in accordance with 
the_ majority opinion and the dispute 
may be considered to have been satis- 
factorily settled. 

The question of whether the Spanish 
Government was a threat to the peace 
came early before the Security Council. 
It was considered at great length, and 
in the course of the debaté Russia used 
her veto four times. In a compromise 
decision, nations were requested to re- 
call the chiefs of their diplomatic mis- 
sions to Spain—a request with which 
several have not yet complied. 

A series of disputes concerning 
Greece prompted the Security Council 
to send a fact-finding commission to 
that country. The commission's report, 
now being prepared, probably will be 
divided, with the Soviet and non-Soviet 
members unable to agree. 

A recent dispute between Great 
Britain and Albania, concerning ‘mining 
of the Corfu Channel, failed of decision 
due to a Russian veto. The only action 
accomplished was a recommendation 
that the matter be referred to the In- 
ternational Court of Justice. 

Another dispute involving the treat- 
ment of Indian nationals in South Africa 
came before the General Assembly. 


_ This case, even more than that of Spain, 
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could be considered to involve primarily 
internal affairs not under the cog- 
nizance of the U.N. It still is unre- 
solved. 

Now the U.N. meets a new test in 
the Palestine question—an old and bit- 
terly fought question that no nation or 
group of nations has been able to solve. 


THE POSSIBILITIES 


It is possible that the U.N. as we 
know it may be destroyed by a world 
catastrophe. Or it may unexpectedly 
fulfill the highest hopes of its founders 
in the near future by resolving the basic 
differences that now separate the Soviet 
and the Western powers. It is more 


probable, however, that its future will 
be one of gradual development through 
many vicissitudes, tending slowly but 
surely toward its ultimate form or fate. 

Such development, with minor de- 
viations, probably will follow one of 
four courses. The U. N. may progress 
steadily toward the goal of world se- 
curity, peace and progress, or it may 
continue in about its present limited de- 
gree of effectiveness. It may divide into 
two groups, of Soviet and non-Soviet 
states, or it may break up into several 
regional groups. 

The path of steady progress for the 
U.N. is a road more open than is gen- 
erally realized. There are rough spots, 
but only one real obstruction. That is 
the apparent inability of the Western 
and the Soviet powers to reconcile their 
differences and to co-operate in ful- 
filling the letter and the spirit of the 
Charter. This, of course, is an enormous 
obstruction, but who can say that 
eventually time will not provide the 
means of removing it? 

No one is qualified to give an en- 
tirely. neutral opinion concerning the 
conflicts of East and West. It can be 
said only that the Soviets are in the 
minority, and that in history the prin- 
ciples of Western democracy have a far 
better record of accomplishment than 
have the theories of communism. There 
is hope that time will tend to bring 
these opposing groups together, but, as 
it now appears, the greater adjustment 
will have to be made by the Soviets. 

If Russia and Western powers make 
no substantial progress in resolving their 
differences, the U. N. may continue in 
its present state of limited effectiveness. 
In the comparatively noncontroversial 
fields of the International Court, the 
Economic and Social Council, and the 
trusteeship system, much can and will 


- be accomplished. The mere existence of 


the organization, with all its limitations, 
should be a _ powerful’ influence for 
amity among nations. It would seem, 
however, that, under such conditions, 
there can be but small hope in the fore- 
seeable future for effective control of 
atomic energy, the regulation of arma- 
ments, or for the development of the 
U. N.’s power to a point where it can 
enforce peace. 


Should the U.N. neither progress 
nor stand still, it probably will separate 
into two parts—Soviet and non-Soviet. 
The basic differences between the two 
groups may develop and solidify to a 
point where both recognize the im- 
practicability of working together and 
agree to a more or less friendly separa- 
tion. In this event, the non-Soviet 
powers being the large majority prob- 
ably would continue as the United Na- 
tions—with the Soviet powers consti- 
tuting a separate organization. 

Conditions that would divide the 
present U.N. into two parts certainly 
would not advance the prospects of 
world peace and security. On the other 
hand, it is possible that without the 
Soviet states the U. N. would be more 
effectively united and, within its limits, 
more efficient. If the United Nations 
were definitely committed to joint de- 
fense against outside (Soviet) aggres- 
sion, it might even be argued that it 
would offer more security than as at 
present functioning. 

This split of the U.N. might also 
arise from a less amicable reorganiza- 
tion, which would amount to expelling 
the Soviet group, due to some overt act. 
The resulting situation, however, would 
differ little from that of voluntary sepa- 
ration except as to the increased neces- 
sity for a defensive military alliance of 
the Western powers. 

The fourth possible development of 
the U. N.—its breaking up into regional 
groups or individual states—would con- 
stitute its failure. Nevertheless, attempts 
at realizing the age-old dream of a 
world organization would continue, 
probably in the form of a loosely knit 
union of these regional groups. 


THE PROBABILITIES 


The future of the United Nations, 
therefore, would appear to be about as 
follows: 

Steady progress toward the ideals of 
that organization is possible, but only 
to the extent that the basic differences 
between the Soviet and the Western 
powers can be reconciled. More prob- 
ably, the organization will continue in 
its present state of limited effectiveness 
for some years to come. That situation, 
however, cannot continue indefinitely, 
and, unless the great powers eventually 
get together, sooner or later the United 
Nations will separate into two groups, 
Soviet and non-Soviet. The fateful era 
of “two worlds” then will have ar- 


rived. 
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STERLING CONVERSION 
TO MAKE TRADE FREER 


Britain’s creditors will get dollars 
for use anywhere when pledge given 
in return for U.S. loan is carried out 


Reported from LONDON and WASHINGTON 


Britain is getting ready now for the 
zero hour of July 15, when all sterling 
earned currently by any country is to be- 
come convertible into dollars or other cur- 
rencies. About half of Britain’s imports 
are paid for at present in inconvertible 
‘sterling. , 

Sterling’s standing in world trade will 
be restored after July 15. But there will 
be an added drain on Britain’s slender re- 
sources. To cushion the shock, the Brit- 
ish now are gradually expanding the area 
where sterling is convertible. 

Rumors that Britain will not carry 
through on her convertibility pledge in 
the U.S. loan agreement can be dis- 
counted. The British will make the 
change, even though it means that the 
country will reach the end of its loan 
dollars sooner. 

The effect of making sterling con- 
vertible will be to allow British and other 
countries to transfer their current sterling 
earnings into dollars and buy in the U. S. 
or anywhere else. U. S. exports will bene- 
fit. No longer will London parcel out dol- 
lars only on proof of extrame need. 

@) The loan agreement between the U. S. 
and Britain makes July 15 the day full 
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convertibility starts. Principal beneficiary 
will be the so-called sterling area, which 
includes almost all the British Common- 
wealth, plus Egypt, the Sudan, Iraq and 
Iceland. | 

Since early in the war these countries 
have pooled their dollar earnings with 
Britain's. By a system of exchange and 
import controls, only essentials, not ob- 
tainable elsewhere, could be bought with 
dollars. This dollar pool now is to be 
eliminated. Dollars earned by each 
country will be freely available. 

Sterling currently earned in trade with 
Britain by the sterling area or other coun- 
tries also will be convertible by July 15. 
This means, in terms of trade, that any 
country exporting more to Britain than 
it imports can convert the net surplus 
into dollars. During the war and since, 
this has not been allowed, except in cer- 
tain areas. Instead, such countries were 
forced to build up sterling balances in 
London. This freezing process has be- 
come more and more irksome to many 
countries since the end of the war. 

@ The shock of suddenly making current 
sterling convertible is not as severe for 
Britain as some traders have thought. 


Reason No. 1 is that nearly half of 
Britain's imports, based on 1946 figures, 
come from “hard” currency countries, 
such as the U.S. and Switzerland. These 
imports must be paid for with hard 
money, not inconvertible sterling. 

Reason No. 2 is that Britain already 
is broadening the area in which sterling 
is convertible. Thus on Feb. 27, 1947, 
Canada, Argentina, Newfoundland, and 
the Dutch, Belgian and _ Portuguese 
monetary areas were added to the 
regions in which transfers of sterling, 
arising out of current transactions, can 
be made freely. 

In April, Italy was added to this list 

for all amounts above $40,000,000 that 
she agreed to hold in sterling. 
@ Size of the drain on Britain to be 
caused by convertibility after July 15 can 
be roughly estimated. Britain will have 
to continue to dig into her dollar and 
other resources to pay off her trade deficit 
with the “hard” currency countries. This 
may cost her about $1,800,000,000 this 
year. But this is no additional drain such 
as will be caused by the new areas of 
convertibility. 

The worst that could happen to Britain 
is fairly clear. All countries now showing 
a trade surplus with Britain and unable 
to convert their sterling proceeds could 
convert this sterling after July 15. On the 
basis of 1946 figures, such countries could 
then claim nearly $800,000,000 an- 
nually from Britain. This, on top of other 
demands for hard money, would just 
about sink Britain financially. 

The probabilities are, however, that 
those claims actually will be closer to 
$200,000,000 a year. Informed Britons 
reason that British countries, such as 
Australia -and New Zealand, will not 
make maximum demands on the mother 
country at this point in Britain’s career. 

It is conceded, though, that countries 
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such as Brazil, Italy, Finland, Sweden, 
Chile and Peru, which need dollars, may 
cash in any sterling they can. If they do 
so and if only a fraction of the British 
countries follow suit, the annual bill after 
July 15 will be held within manageable 
bounds. 

@ Britain's ability to export will be most 
important after July 15. If, for example, 
the Brazilians find they can get early de- 
livery for transport equipment from 
Britain, they may not be anxious to 
switch sterling into dollars. 

Empire countries probably will be 

more patient with Britain than other 
countries. However; British exporters will 
lose the advantage inconvertibility of 
sterling has given them. If certain coun- 
tries wanted to use their sterling balances, 
they had to place orders in Britain. This 
no longer will be true. 
-@ Sterling balances, accumulated by 
Britain’s creditors during and since the 
war, present another problem on July 15. 
As part of the U.S. loan negotiation, the 
British Government announced its inten- 
tion of reaching early settlements with 
countries holding such sterling balances. 
It was agreed that part of these balances, 
now totaling $14,000,000,000, would be 
released by July 15 and be made convert- 
ible into any currency for current trans- 
actions. 

Progress toward this aim has been 
slow. Last September, a settlement was 
reached with Argentina, whose sterling 
balances amounted to about $520,000,- 
000. Britain agreed to release $20,000,- 
000 a year for four years. The debt was 
wiped out by transfer of British-owned 
railroads to Argentina. 

This arrangement is not regarded as a 
clear precedent. In no other country is 
there any large volume of British-owned 
investments to set, against accumulated 
balances. However, it is likely that a 
somewhat similar arrangement will be 
made shortly with Brazil. 

Bigger problems are presented by 
Britain's largest creditors, India and 
Egypt. India-has claims against Britain 
of almost $5,000,000,000; Egypt, of $1,- 
800,000,000. 
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Sir Wilfred Eady of the British Treas- 
ury has just returned from exploratory 
discussions in India and Egypt. He found 
neitl.er government eager to talk about 
scaling down of these debts created by 
Britain’s defense measures to aid them 
during the war. They apparently want a 
large fraction of the balances to be made 
convertible on July 15. They need dollars 
and the goods that dollars can buy. 

Political conditions make negotiaions 
with these two countries difficult, but 
the British Treasury will make another 
attempt to come to some sort of under- 
standing before July 15. 

Dealings with South Africa, Australia 
and New Zealand have been more pleas- 
ing to the British. Each of these three 
Dominions has made a gift to Britain. 
The total is $124,000,000. Presumably 
most of the rest of the sterling balances 
owed to these Dominions will be left in 
London as normal trading balances. 

A loophole is available to Britain in 
the U.S. loan agreement, if it begins to 
appear that some of her creditors will 
drain her dry of dollars after July 15. 
The agreement allows postponement of 
this date of convertibility for accumu- 
lated sterling in special cases. 

The U.S. probably will be lenient 

about use of this loophole. 
@ The prospect is that Britain's draw- 
ings against the U.S. loan will continue 
heavy after July 15. Withdrawals in 1946 
were $600,000,000. In the first quarter of 
this year they were running at a rate of 
$2,000,000,000 a year. If this rate of 
spending continues, only $1,150,000,000 
of the $3,750,000,000 loan will be left 
on Jan. 1, 1948. 

The British Government hopes to cut 
ddevr dollar expenditures for U.S. to- 
bacco and perhaps other products. But 
these savings will be more than offset 
by the coming convertibility of sterling 
earnings and releases of accumulated 
sterling. Although this will be a difficult 
year for Britain, she is determined to 
carry out her obligations under the agree- 
ment with the U. S. This may mean that 
she will be back in the market for another 
loan by 1949. 


000,000 of U.S. Loan 
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AIR FREIGHT GROWS 
INTO BIG BUSINESS. 


Volume of U.S. trade on overseas 
lines has doubled in year. Prospect 
bright for continued expansion 


Air freight is becoming a big factor in 
world transportation. and its future po- 
tentialities are even bigger. 

Airplanes are carrying twice as much 
freight this year between the United 
States and other countries as they did 
in 1946. A dozen new lines are asking 
the U.S. Civil Aeronautics Board for 
permission to fly scheduled freight routes 
between American airports and destina- 
tions around the globe. Established pas- 
senger lines that were slow to enter the 
freight business now are setting aside 
planes to carry nothing but freight on 
international airways. 

Despite phenomenal growth since the 
war ended, air lines still carry less than 
2 per cent of U.S. overseas trade. Gov- 
ernment calculations show that one sixth 
of U.S. world trade is of a type that 
could be moved by air. 

«| The growth of international traffic in 
air freight shows no signs of tapering-off. 

The chart on this page shows how this 
trade has more than doubled in a year 
In the first months of 1947, air freight 
loadings continue to increase. 

Types of goods that move by air are 
those involving high value per pound, 
perishability, speed and style considera- 
tions. 

Americans ship abroad medicines, fab- 
rics and clothing, parts tor vehicles and 
machinery, jewelry, fountain pens, 
photographic and optical goods, and furs. 
Many firms now are using air freight to 
send samples to prospective customers 
overseas. Bulk shipments, however, are 
not unknown. One air line has delivered 
U.S. coke to South America. Another 
has delivered automobiles abroad. 

From overseas, the U.S. receives by 
air, diamonds, semi-precious stones, rare 
metals, leather products and medicines. 
Swiss watches are a big item in incoming 
air freight. In season, thousands of avo- 
cados are flown in from Cuba. 

The countries with which the U.S. 
does most of its air freight business are 
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those in the Western Hemisphere, but 
there also is considerable traffic with 
Western Europe. 

Short hauls to Canada, Mexico, Cuba, 
Central America and the northern rim of 
South America dominate U. S. air freight 
traffic. Britain, France and Switzerland 
are the main destinations for U. S. air ex- 
ports to Europe. The same countries origi- 
nate most of the air shipments from Europe 
to the U. S. Czechoslovakia also is a lead- 
ing shipper of air freight to the U.S. 

Trade routes between the U.S. and 
other countries are being reshaped by the 
growth of traffic in air freight. 

Miami is the biggest U.S. terminal 
for air freight in world trade, on a ship- 
ping-weight basis. La Guardia Field. in 
New York handles airborne impors of 
higher value, but Miami's traffic weighs 
twice as much as that routed through 
New York. Los Angeles and Texas air- 






Ist Quarter 


ports also handle important quantities of 
airborne trade for the U. S. 

Airports in the U.S. are not yet fully 
equipped to deal with the rising volume 
of freight. Ground handling of interna- 
tional cargoes lags behjnd demand for 
shipping space on airplanes. 

A settling-down process is going on in 
the industry. The “tramp” planes that 
handled an important share of cargo fly- 
ing a year ago are giving way to estab- 
lished lines, flying regular routes. There 
still is a place for the unscheduled 
freighter, but large-scale operators flving 
either on published schedules or on con- 
tract are getting the bulk of the business. 

Business advantages for air freight are 
claimed by the air lines. They maintain 
that air shipments frequently reduce or 
eliminate the cost of special packaging 
and make it possible to fill orders speed- 
ily without keeping inventories ware- 
housed abroad. 

@ Future ot international air freight has 
been measured by the U. S. Government. 

Commerce Department experts have 
studied U.S. trade with 17 countries to 
determine what share of it could be car- 
ried by air. They based their survey on 
1939 exports and imports, and concluded 
that, on an average, 16 per cent of U.S. 
trade with these countries is adaptable tu 
handling as air cargo. 

A sign of the industry's maturity is the 
fact that the U. S. Government is taking 
steps to regulate it. The Civil Aeronautics 
Board will hand down a ruling soon that 
will set a regulatory pattern for air 
freight in the years ahead. 
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DIAMOND SYNDICATE 
FIGHTS PRICE SLUMP 


Production likely to be curtailed in 
order to protect market from further 
decline as wartime boom collapses 


The wartime boom in diamonds is com- 

ing to an end. Demand for both industrial 
and jewelry stones has dropped off and 
prices are declining. Diamond production 
may be curtailed to stabilize the market. 
@ Industrial diamonds, which were at a 
premium a few years ago, now are so 
plentiful that they could become a glut on 
the market. The industrial-diamond in- 
dustry, a wartime giant, is discovering 
that it has outgrown peacetime demand. 
@ Gem diamonds, which have _ ac- 
counted for a record amount of luxury 
spending in recent years, also are backing 
up behind stagnating sales. Several fac- 
tors coincide to cause the slump. 

Less money is in the hands of con- 
sumers. The war boom brought high 
wages and drew millions of new custom- 
ers into the luxury market. Many bought 
diamonds. But pay checks are smaller 
now, since overtime is rarer and fewer 
members of families are working. People 
are more cautious about buying luxuries. 

More competition for the consumer's 
dollar is being felt as a flood of such 
things as automobiles, refrigerators and 
furniture hits the market. 

Retail stores are not pushing diamonds 
as hard now as they did during the war, 
when other merchandise, such as clocks, 
silverware and gadgets, was scarce. 

Before the war, the average jeweler 
figured diamond sales accounted for 
about 10 per cent of his business. The 
proportion went up as high as 40 to 50 
per cent during the war, when there was 
an acute shortage of other merchandise 
to sell. 

@ Sales at the diamond exchanges in 
New York are off 25 per cent, compared 
to the close of 1946. 

@ Prices of diamonds are down through- 
out the U.S., which takest the greatest 
share of world production. 

At retail, diamonds are being offered 
at prices 15 per cent below last year’s top. 

At wholesale, on the average, prices 
are 20 per cent lower than in 1946. Finer 


stones are off only about 10 per cent, but 
the price of lower-grade diamonds has 
slumped 30 per cent. 

Only a part of the drop in wholesale 
price is passed on to consumers, because 
the cost of cutting and mounting remains 
high. 

@ Inventories in the hands of retailers 
are swollen, and the volume of sales is 
slowing down. Until the abnormal inven- 
tories are worked off, diamond prices will 
not be secure. 

@ Asa result of the oversupply situation, 
the diamond syndicate, which controls 95 
per cent of the world’s production, is tak- 
ing preventive action to head off any 
further slump in price. 

Reduced production is the principal 
device the syndicate plans to use to hold 
diamond prices steady. It is proposed to 
limit the supply of rough diamonds this 
year to 60 per cent of the quota for 1946. 
Cutters and polishers have agreed to co- 
Operate by reducing working hours. 

Careful control of diamond prices 
through regulation of production has been 
a characteristic of the industry for 50 
years. This has protected not only the 
profits of the syndicate, but has been in 
the interest of diamond owners as well. 
One reason people buy diamonds is that 
the stones represent a portable and con- 
centrated form of wealth, in which there 
is little risk of depreciation. 

A campaign is being promoted to re- 
move the 20 per cent tax on diamonds in 
the U.S. The tax puts-a heavy brake on 
sales of the more precious stones. 

Slump in the diamond market is no 
catastrophe but a return to more normal 
levels, a belated adjustment downward 
from the feverish pitch of wartime. Sales 
still compare favorably with prewar levels. 
World sales by the diamond syndicate in 
1946 were $120,000,000, as compared to 
$42,000,000 in 1942 and $37,000,000 in 
1937. ! 

@ Supply of the world’s diamonds is 
controlled largely by a London syndicate 
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A MACHINE CUTS THE GEM 
But oversupply cuts the price 


popularly known in the United States 
as the De Beers Group. The syndicate, 
owned mostly by British, South African 
and Belgian capital, operates mines in 
the Belgian Congo and also in the Union 
of South Africa. 

There is independent mining of dia- 
monds in Tanganyika, Brazil, Venezuela 
and a few other places but in quantities 
too small to threaten the dominant posi- 
tion of the London syndicate in the world 
market. 

Because world production of diamonds 
is so tightly controlled, the temporary 
oversupply soon will be adjusted and dia- 
mond prices will be stabilized with little, 
if any, further drop. 
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AUSTRIA: HISTORY REPEATS 
WITHIN ONE GENERATION 


For the second time in a generation, peace terms are being dictated to Austria. 
Once again this Central European country is paying the price of defeat. But the 
war guilt will not cost Austria so much this time as in 1919. Then the many-peopled 
Hapsburg Empire of Middle Europe, already crumbling as a result of war, was 
forced to dissolve. The Big Four of that day—Clemenceau, Wilson, Lloyd George, 
Orlando—gave, large areas to neighboring states. Austria’s territory shrank from 
240,456 to 31,756 square miles when she signed the treaty at St. Germain, France. 

The years between wars saw Austria in an endless financial plight, shakily 
propped up by external loans, and buffeted by outside pressures. Conflicting 
ideologies of the Communist East, the democratic West, the Fascist North and 
South soon took root in Austrian politics, each contending for top position. Tending 
always to lean toward the strongest power, Austria made a good start as a federal- 
ized, moderate Socialist state. But by 1934 she turned to Fascist totalitarianism 
under Dollfuss. Four years later she put up less resistance than any other European 
country to Hitler on his march to the East. 

Again in 1947, it is not Austria but the new version of the Big Four that will 
determine the postwar structure of the nation. At the right, the Deputy Foreign 
Ministers are shown at this task in Moscow. The Photo Report traces some of the 
parallels with the past, poses the question: Will the fateful era between the wars 
find new parallels in the years ahead? 











~Internatioi... 


THE LAST EMPEROR, Charles IV, ascended a tottering throne at his coronation 
on Dec. 30, 1916. Among the varied peoples who made up the Austro-Hungarian 
Army, many refused to fight for interests that were opposed to their own. Towns- 
people went hungry while farmers hoarded their produce. An immediate peace offer 
failed to end World War I. Successive ministries tried vainly to stave off disso- 
lution, but by October 1918 the Empire had collapsed in a flurry of new republics. 
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THE FIRST PRESIDENT of a com- 


ponent part of the dissolving eo 


Thomas Masaryk (center, at Phila- 
delphia in 1918) waged his campaign 
for an independent Czechoslovakia 
from the U. S. and France. Yugoslavia 











—International 


came into being on the island of 
Corfu. Ignace Paderewski ro. the 
new Poland in Paris and Washing- 
ton. Before the war ended, legions 
from all these lands were fighting 
with the Allies against the Empire. 
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THE TREATY OF ST. GERMAIN (Clemenceau is shown signing it) was con- 
cerned with issues similar to today’s. Austria’s argument that she was a new entity, 
and so had not been a belligerent, was rejected, thereby fixing war guilt and 
liability for reparations. The treatymakers, fearing union with Germany, were 
more jealous of Austrian independence than Austria herself, and so prohibited 
such a union, as the conferees in Moscow now have agreed to do again. 


—International 
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PROSTRATION IN VIENNA stemmed from the treaty, was fed by unemploy- 
ment, food shortages, lack of credits for importing raw materials, and a government 
recurrently verging on bankruptcy. Attempts to remedy basic economic weaknesses 
through customs unions with Italy, Germany and the smaller eastern neighbors were 
spiked by Allied suspicions. Successive loans and relief programs from abroad 
bailed Austria out of immediate crises but brought no fundamental improvement. 


Biack Star 
DICTATORSHIP came into Austria by the back door. Engelbert Dollfuss (in 
civilian clothes) was one of a succession of Christian Socialist Chancellors. He 
crushed the first Nazi revolt, then sought Mussolini’s aid against Hitler. Mussolini’s 
price was black fascism in Austria, with the Heimwebr, originally a local 
defense force, as its political army. Prince Starhemberg (right) and his Heimwebr 
blasted hope of a united Austria by demanding war on the Social Democrats. 
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POLITICAL MODERATES gained 
the upper hand in the 1919 elections, 
and Social Democrat Karl Renner, 
who was to head the provisional post- 
war government 26 years later, be- 
came Chancellor. After 1920, his 
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ym _illie” Minis 5 

AUSTRIAN FASCISM won the 
second round against Nazism after a 
second revolt succeeded in murdering 
Dollfuss.. Kurt Schuschnigg (left), 
who replaced him, also leaned: on 
Mussolini for support, was em- 





~Wide World 
party was outvoted by the more con- 
servative Christian Socialists, who 
eventually opened the door to fascism. 
But in Vienna, where they built 
these workers’ apartments, the So- 
cial Democrats continued in control. 


> gern - 
~International 


boldened by Italy’s prompt mowuiza- 
tion on the Brenner Pass. He there- 
upon executed the Nazi leaders and 
quickly restored order. Hitler bided 
his time, built his strength and sent 
Franz von Papen to conciliate Austria. 
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POLITICAL EXTREMISTS were inconsequential—until a decade had passed. 
These parading Nazis in the 1920s were weak both in numbers and inibuence 
Despite active emissaries from Soviet Hungary and Russia, communism gained few 
converts. Social Democrats and Christian Socialists dominated the 1919 election. 
In the 1945 election, the same parties under new names split 95 per cent of the vote. 
Communists, despite propaganda in the Russian zone, cast less than 6 per cent. 
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—International 


HITLER’S DAY came more than three years later, when a far stronger Nazidom 
followed a great propaganda and organizing campaign in Austria with an elaborate 
plot. Schuschnigg seized the plotters, with much incriminating evidence. But this 
time Hitler’s Army was a strong enough threat to force Scherhhen to travel 
to Berchtesgaden. There he capitulated to Hitler’s demands, including a Cabinet 
post for Arthur Seyss-Inquart (left). The Trojan horse was inside the walls. 
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ANSCHLUSS followed in less than a month. Hitler’s 
triumphal entry on March 12, 1938, was greeted by wildly 
cheering crowds. In April, the plebescite favored union 
with Germany by more than 99 per cent. Anti-Nazism, the 
only unifying force in Austria between wars, had vanished 
in the face of the Nazi surge that soon swept eastward. 


-—U.S. Signai co., 


WAR’‘S END again found Austria overrun by her con- 


querors. When Russian and U. S. forces met at the Enns 
River, the stage was set for another era of Austrian 
impotence while her fate is determined. The symptoms 
of economic collapse—hunger in the cities, hoarding on 
the farms, dependence on relief—became apparent again. 
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AUSTRIAN TROOPS were quickly prepared for their 


role in World War II. This detachment paraded in Berlin 
a week after Hitler paraded in Vienna. As Anschluss was 
made complete, Austrian soldiers entered the German 
Army. Their large numbers in the Nazi forces were cited 
in Moscow to support charges of Austrian war guilt. 
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—Black Star 
THE BIG FOUR are ever present in Austria today, 
their flags and languages a symbol of the division of the 
country. To Austrians, failure of the Moscow Conference 
to write a treaty for Austria and so end the occupation 
was a bitter disappointment. Hope of a wise and lasting 
peace is postponed, while uneasy armistice continues. 
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HE APPOINTMENT of Gunnar Myrdal, 
Sweden’s Minister of Commerce, to 
head the U. N. Economic Commission for 
Europe has touched off speculation over 
what effect his departure from the Swed- 
ish Cabinet is to have on the future poli- 
cies of the country in trade and finance. 
For the last two years, Myrdal has 
been exerting a major influence on the 
planning and decisions in such matters. 
Many Swedes are not happy about the 
results, although Myrdal’s supporters in- 
sist that history will vindicate the wisdom 
of his course. 

The most controversial points are his 
support of Sweden's trade pact with 
Russia, his part in bringing about last 
summer's increase in the international 
value of Swedish currency, the curbs he 
later was forced to impose on imports, 
and the Swedish loans and credits he 
advocated for European nations after 
V-E Day. 

The pact with Russia has caused the 
most criticism in Sweden. Myrdal’s foes 
contend that Sweden’s resources are not 
great enough to support the $278,500,- 
000 in credit advoenced to the Soviets and 
that the terms of the agreement are too 
liberal, with Moscow profiting. 

Behind Mvrdal’s sunnort of the trade 
pact with the Soviets has been his belief 
that the U. S. is due for a postwar depres- 
sion that will last a long time. He argued 
that Sweden would be better able to 
cushion herself against such a slump if 
her economy was more closely linked to 
that of Russia. His theory is that the 
Soviets, with a totalitarian regime and 
universal shortages, are less likelv to be 
affected by depressions in capitalistic 
countries. 

Besides being assigned more than his 
share of responsibility for the trade pact 
with Russia, Myrdal also has _ been 
blamed as a prime mover in the 1946 
decision increasing by 16 per cent the 
value of Swedish currency in money 
markets. This increase enabled Sweden 
to get more for her money in world trade 
for a while, but it also led to an increase 
of inflationary pressures at home. The up- 
shot was that Myrdal had to issue his 
recent order restricting imports to con- 
serve the dwindling funds Sweden had 
available to pay for them. Confidence in 
Myrdal’s planning dropped accordingly. 

Another subject in dispute is whether 
Myrdal had a major responsibility for 
the large scale on which Sweden ex- 
tended recovery loans, credits and gifts 
to war-torn nations of Europe after V-E 
Day. Many Swedes contend such a pro- 
gram would have been followed regard- 








~American-Swedish News Exchange 


Advocate of dynamic planning 


less of Myrdal’s presence in the Cabinet, 
but others hold contrary views. 

@) The departure ot Myrdal from the 
Swedish Cabinet, therefore, has not been 
on a note of triumph. His practical worth 
as an economist and planner was under 
fire. His theories were being challenged 
and his popularity, never too great with 
the working classes, was declining. 

The eftect of his leaving is still to be 
assessed. The trade agreement with Rus- 
sia and the outstanding loans or credits 
appear to leave Sweden small leeway for 
much maneuvering at the present time. 
However, a number of economists be- 
lieve a policy more cautious than that 
which Myrdal would favor is indicated 
for the immediate future. They cite the 
unfavorable balance of trade confronting 
Sweden and her need to combat the in- 
flationary pressures that have been 
mounting in the country. 

Debate over Myrdal’s true stature can 
be expected to continue in his home coun- 
try. It makes him, in some ways, the most 
controversial figure yet named to a high 
post on the U. N.’s staff. 

Known as the “most-talked-about man 
in Sweden,” Myrdal is an unusual person- 
ality. Now only 48, he has been active in 
Swedish public affairs since the depres- 
sion days of the ‘30s, first as an economic 
adviser, then as deputy director of the 
national bank, next as a member of Parlia- 
ment and finally as a Cabinet Minister. 

Even his severest critics do not deny 
that Myrdal is an outstanding intellectual, 
a brilliant scholar and a man of sincerity 
with a prodigious capacity for work. 


: Economic Planner for U.N. 


Friends consider him potentially the most 
able of the statesmen his country has to 
offer the world today. 

@ In the U.N. Myrdal’s opportunities 
as chief of the Economic Commission for 
Europe appear definitely limited in the 
foreseeable future. 

The outcome of the Big Four Confer- 
ence at Moscow leaves the economic fate 
of Germany undecided, and that fact 
alone makes integrated planning for the 
entire Continent impossible. 

Another uncertain factor is the degree 
of co-operation that may be expected 
from the so-called Iron Curtain countries 
in view of the orientation of their econ- 
omies toward the Soviet Union. 

Originally, the plan was to give the 
Commission wide latitude in mapping co- 
ordination of the labor resources, electric 
power and raw materials at Europe’s dis- 
posal. It also was to be the agency that 
would develop and clear plans for the 
most effective recovery programs. 

Now, however, considerable uncer- 
tainty exists over what the future role of 
the Commission is to be. If the economic 
unification of Germany is going to be de- 
layed indefinitely, some analysts believe 
the Commission will be relegated to an 
inconsequential status. 

They point out two weaknesses in the 
Commission's present position. It has no 
finances of its own, receiving only salaries 
and traveling expenses from the U.N. 
And its authority is -limited to recom- 
mending proposals to the various nations. 

Myrdal says that he is fully aware of 
the enormous difficulty of his new task. 
As he sees it, one of the main require- 
ments is to take politics out of the Euro- 
pean problem, then tackle it from an eco- 
nomic point of view. 

The course Myrdal intends to set for 
the Commission under the existing cir- 
cumstances has not yet been disclosed. 
If his career is any guide, he will press 
to create a dynamic and constructive 
agency. He is too ambitious and ener- 
getic to be content with anything passive. 
@ Recovery plans that Myrdal produces 
are going to be watched with much in- 
terest. He believes in the wisdom of 
planning on a wide scale, and Europe 
gives him a broad canvas. In that plan- 
ning, the establishment of close economic 
relations between Western and Eastern 
Europe, including Russia, is one of his 
basic ideas. 

Myrdal also has advocated in the past 
the nationalization of certain industries 
because they operated in units too small 
to be profitable. 

Myrdal’s ideas on nationalization may 
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find acceptance in some European coun- 
tries, but political observers doubt that he 
can produce a satisfactory formula for 
closer economic relations between West- 
ern and Eastern Europe. 

There also is a grave question as to 
how the U.S. will react to Myrdal’s 
planning proposals, for U.S. support is 
almost essential. The U.S. has been mak- 
ing big contributions to Europe’s recov- 
ery. It has an important stake in Germany 
and is about to assume commitments in 


SUN FO: China’s New 


A OUTSTANDING CRITIC of his own Kuo- 
mintang Party who is recognized as 
one of China’s foremost liberals now is 
the first Vice President of the National 
Government in its 25-year-old history. He 
is Dr. Sun Fo, the American-educated 
son of China’s revolutionary leader, Dr. 
Sun Yat-sen. 

Little actual power goes with the of- 
fice, but it gives Sun Fo added prestige in 
the reform Government and may serve 
as a stepping stone to the Presidency. 

Sun Fo has grown steadily in political 
stature, but opinion in China is divided 
over whether he has reached his peak. 
Some believe he is on his way to the 
Presidency and is the one man who can 
bring China’s rival factions together. 
Others contend he is a dreamer who 
has capitalized on his father’s reputation 
and lacks the aggressiveness of an out- 
standing leader. 

Dr. Sun, nevertheless, is regarded as a 
valuable asset to any Chinese govern- 
ment. He is one of the few men in 
China who can and do say what they 
think about the Government. He has 
been censored by Generalissimo Chiang 
Kai-shek but never silenced. Government 
officials fear him because he is the only 
son of Sun Yat-sen, the hero of millions of 
Chinese, and they cannot risk losing his 
support as they have his stepmother’s, 
Madame Sun Yat-sen. Even when Sun 
Fo advocates such radicalism as a Soviet 
type of controlled economy for China, 
he continues to command the respect 
and friendship of conservative Govern- 
ment leaders and businessmen. 

His other great value to China's coali- 
tion Government is as a harmonizing 
influence. He is capable of bringing dis- 
sident groups together. He is fairly suc- 
cessful, too, with his often-tried system 
of stressing points of agreement rather 
than disagreement. His new position in 
the Chinese Government makes impor- 
tant an appraisal of his career. | 
«| Educated abroad. Sun Fo received his 
early education in Kwangtung Province, 
where he was born in 1891. He attended 
high school in the Hawaiian Islands and 
while there also served for three years 
as associate editor of the Liberty News, 
a Chinese-language paper in Honolulu. 
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Greece to check the advance of commu- 


nism. So it is not likely to go along on 
any program it suspects or questions. 

But Myrdal can be expected to work 
hard for the general acceptance of what- 
ever plans he produces. Regardless of the 
limitations of his new post, he will be 
heard from. He does not relish being in 
eclipse for long. If he cannot make the 
Commission what he considers a useful 
instrument, he is not likely to remain long 
as its head. 


Vice President 


Sun Fo went back to China in 1912 
when his father formed and headed the 
Chinese Republic. After a brief stay, the 
“Crown Prince” was sent to the U.S., 
where he received degrees from the Uni- 
versity of California and Columbia Uni- 
versity, majoring in economics and po- 
litical science. 

Returning to China in 1917, Dr. Sun 
became private secretary to his father 
and also editor of the Canton Times. 
@ Long public career. Sun Fo’s first im- 
portant political office was as mayor o! 
Canton. Under his administration, the 
city became one of the most progressive 
municipalities: in the Orient. He put 
through many reforms, but is best known 
for tearing down the famous city walls. 
This was considered a highly Western 
gesture at the time. 

Dr. Sun later joined the National 
Government and set up China’s Ministry 
of Railways. He also served as Minister 
of Finance and Reconstruction. 

In 1929, Sun Fo organized and be- 
came president of the China National 
Aviation Corporation, the first commer- 
cial aviation firm in China. This now is 
one of the largest and best-known air 
lines in the Far East. 

Sun Fo also is an experienced parlia 
mentarian. He has served as president of 
the Legislative Yuan, one of the five 
branches of the Government, for the last 
15 years. Sun Fo still heads the Legisla- 
tive Yuan in addition to being Vice Pres- 
ident of the Government. 

@ The Russian brand. On his deathbed 
23 years ago, Sun Yat-sen told his only 


_ son to “carry on the revolution—look out 


for Japan and keep on good terms with 
Russia.” 

Since then, Sun Fo has been regarded 
as pro-Soviet. For several years he has 
been president of the Sino-Soviet Cul- 
tural Association, and he has visited Rus- 
sia twice. In 1937, he went to Moscow 
for his Government and returned with a 
$250,000,000 loan and Soviet proposals 
for an alliance and a nonaggression pact. 
Chiang Kai-shek, however, delayed his 
answer for five months, and when the 
Sino-Japanese conflict blossomed into a 
full-scale war, the Soviets refused to con- 
clude more than a nonaggression pact. 
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Link between right and left 


In January of this year, Sun Fo urged 


_ a drastic overhauling of the Chinese Gov- 


ernment with an immediate coalition of 
all major parties. He charged that selfish- 
ness of the Kuomintang and the Com- 
munists was the prime cause of the pres- 
ent civil war. 

Recently, however, he has been less 
critical of the Kuomintang. He no longer 
describes its leaders as incorrigibles and 
is more and more inclined to place blame 
on the Communists. 

Today, Sun Fo no longer is optimistic 

regarding the prospects of success in any 
peace negotiations with the Chinese 
Communists. His main hope for peace in 
China lies in the possibility that the 
Communist leaders, worn down physical- 
ly by a lifetime of hardships, gradually 
will tire of war. 
q@ Government critic. It is as a critic of 
the National Government that Dr. Sun 
has attracted most attention. He once 
claimed that the Kuomintang Party mem- 
bers comprised less than 1 per cent of 
the Chinese population and that in 16 
years not a single local administrator had 
been elected by the people. In 1944, he 
declared that China must abandon her 
rightist position and veer sharply to the 
left. | 

Dr. Sun looks and lives more like a 
bank president than a reform leader. He 
is cold and reserved in manner, and when 
talking frequently wears his glasses on 
his forehead. He is wealthy and his wife 
is one of Nanking’s most gracious host- 
esses. Their four children were educated 
in the U.S. 

This career is the background Sun Fo 
takes with him into the Vice Presidency 
of China. His popular support appears to 
be large, but he commands few votes 
within his own party. Nevertheless, he is 
a real influence in contemporary China 
and a more important factor in the new 
Government than his title implies. 
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First local elections are taken in stride 


by somewhat confused villagers of Japan 


UEMIZU (JAPAN) 

Wm THE FARMERS and shopkeepers 

of Uemizu went to the polls to elect 

their mayor and prefectural governor for 

the first time in history, the event stirred 

hardly a ripple in the sleepy routine of 
this small village off the beaten path. 

The farmers dropped their hand plows 
in the fields, strolled leisurely to the vil- 
lage hall, cast their ballots and returned 
to their furrows. Their wives left their 
never-ending chores for a few minutes to 
exercise their new democratic preroga- 
tives, although they still were bewildered 
by it al! and tried hard not to forget the 
name their husbands had instructed them 
to write on their ballots. 

One woman, with an infant strapped to 
her back, set off at a half trot for the 
polling place, repeating over and over: “I 
must not forget the third character on the 
election poster. That’s the one my hus- 
band told me to vote for.” 

But another woman, who stood in the 
doorway of her small flimsy shop, insisted 
that it was not true that all women voted 
as their husbands told them. She spoke 
freely about the election and announced 
that she had made up her own mind 
about whom she wanted for mayor. 

There were two candidates, she said: 
“One is the hand weaver just up the road. 
The other is the principal of the school 
over there. The weaver was picked by the 
big men of our village to replace the old 
mayor who cannot run.” 

The candidates for mayor were her 
neighbors and she knew them well. But 
it was different with the candidates for 
prefectural governor. The capital of Sai- 
tama Prefecture is far away from Uemizu 
as distances are calculated in the minds 
of these simple peasant folk. And the 
woman in the shop couldn't remember 
who the candidates were for governor, 
but she intended to vote for one of them. 

Nearby in the school, whose principal 
was one of the candidates for mayor, an 
intense, articulate teacher told of how 
she had helped organize a women’s asso- 
ciation in an effort to educate women in 
the ways of democracy. “In the past, 
women have been inefficient in every- 
thing they undertook because they were 
suppressed by the militarists,” she said 
hotly. “Now they have their first chance 
to assert themselves. But too many still 


do not have a sense of responsibility when 
they go to the polls.” 

The teacher belongs to the teacher’s 
union and is a Social Democrat. As we sat 
in the drafty schoolroom surrounded by 
blackboards, dusty stuffed birds and 
bottles of preserved insects, she spoke out 
vehemently against the men who were 
running for office because of their indif- 
ference toward the women voters. 

The teacher's concern about the need 
to educate the women in their new rights 
was justified that day of the elections by 
the turnout among women generally 
throughout Japan. More than 30 per cent 
of the eligible voters in Japan failed to 
cast their ballots in the election of mayors 
and governors and absenteeism among 
women was especially high. In Kyoto 
Prefecture, for example, 58 per cent of 
the eligible women voters failed to cast 
ballots. 

Significantly, absenteeism was greatest 
in the big cities among the upper classes 
and among women in general. The 
workers turned out in force, and in the 
villages and small towns of Japan a large 
proportion of the electorate turned out 
because this election had a very personal 
meaning to them. The people of the 
small towns were voting for the first time 
for their own mayors and village head- 
men; they were voting—as did the people 
of Uemizu—for “the handweaver just up 
the road” or “the principal of the school 
over there.” 








Mechanically, the election at Uemizu 
went off without a hitch. The voters lined 
up at the doorway where one of the tewn 
officials checked their names against the 
register of eligible voters. Then they were 
given a ticket that entitled them to bal- 
lots. They filed up a narrow stairway to 
the second floor. The obsequious deputy 
mayor, decked out incongruously in for- 
mal morning coat and celluloid collar, 
guided them to the first of a series of 
tables where two clerks, wearing intensely 
serious expressions, handed the voters 
two ballots—one for mayor and the other 
for governor. 

An old man, whose hands were gnarled 
from many years of intimate association 
with the soil, emerged from a voting 
booth, carefully dropped his ballots into 
the box and then bowed to the nine off- 
cial observers present. Solemnly they 
nodded their heads, and the old man 
shuffled out. 

A gray-haired woman whose back was 
bent into a right-angle by too many years 
inthe rice paddies became confused when 
she was handed two ballots. Patiently the 
clerk explained: “On the ballot in your 
right hand, you will write the name of the 
mayor. On the ballot in your left hand, 
you will write the name of the governor.” 

Behind the other tables, which ran the 
length of the room, sat nine observers 
with eyes fixed on the curtained voting 
booths and .the ballot box that stood in 
the middle of the room. 

She was not the only voter that day 
who found two ballots too much to cope 
with. Thousands of people wrote the 
name of a mayoralty candidate on the 
gubernatorial ballot or vice versa and as 
a result their votes were invalidated. In 
all, more than 10 per cent of the votes 
cast in the election throughout Japan 
were invalidated for that or some other 
reason. 

Some voters—in the big cities where 
hunger is growing acute—expressed their 
political sentiments poignantly if ineffec- 
tively by scrawling on their ballots the 
character for food—and nothing else. 
Others, interpreting literally the instruc- 
tions that they should vote for their 
choice, wrote the name of the Emperor 
or General of the Army Douglas Mac- 
Arthur on the ballots. 

How extensive vote buying was prac- 
ticed in the local election and how exten- 
sive it will be in the coming national elec- 
tions is difficult for a casual observer to 
guess. But Japanese journalists familiar 
with the ins-and-outs of Japanese politics 
blandly report—even in print—that in the 
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national elections vote buying is a general 
practice. “The legal limit may be.50,000 
yen but a candidate must spend at least 
500,000 yen to win a seat in the Diet,” 
according to one newspaper article. 

Legal technicalities, however, were 
closely observed in the local elections. 
Coercion and intimidation were rare. At 
Uemizu, there were no policemen any- 
where in the vicinity of the polling place 
nor did any of the candidates attempt to 
do any campaigning around the town 
hall. 

A few minutes before the poll in the 
Uemizu town hall was to close, an indig- 
nant farmer marched up to the tables 
where the official observers sat. 


>? 


“I have a complaint,” he announced. 
“What is it?” inquired the chairman of 
the observers. 

The complainant pointed an accusing 
finger toward one of the voting booths. 
“The woman there,” he declared, “is 
violating the election law. There is more 
than one individual in the booth and 
that’s a violation of the law.” 

As the man spoke, the .curtain was 
lifted and he shouted triumphantly: “See! 
There were two people in the booth when 
she voted.” He was right. A farm woman 
emerged hesitantly from the booth. 
Strapped to her back was her year-old 
child who peered inquisitively over her 
shoulder. J. F. 


Big roles in Britain’s economic crisis 


are played by housewives and workingmen 


LONDON 
| pearee THE HEADLINES of Britain’s eco- 
nomic crisis are countless stories of 
individual heroism and individual trag- 
edy. Heroes of the crisis are the miners, 
the fishermen, the men who load, unload 
and operate the scores of little colliers 
that run between London and other cities 
and the coal ports. 

Only a few months ago, Britain’s coal 
miners were refusing to work overtime 
as they felt they were being exploited. 
Now they protest to the National Coal 
Board, running the mines under national- 
ization, for not letting them work Sun- 
days so as to increase output. 

At sea, one fishing trawler reported 
icicles in the engine room and that the 
fish froze solid as they were hauled out 
of the water. Some fish broke into pieces 
as they fell on the deck. Cutting them 
apart in that weather was torture: Yet 
the fishermen carried on, oblivious of the 
fact that ice fields moving toward the 
coast were loosening buoys, lightships 
and mines. 

The same spirit prevailed on shore, 
where troops and German prisoners 
worked 16 hours a day to open railway 
lines and roads and lugged coal from 
mines to factories, gasworks and electric- 


ity plants. As one bank clerk working by 
candlelight said: “I've never yet known 
the British people not to respond to plain 
facts.” The trouble is that many Britons 
feel they've not been given the facts soon 
enough. The crisis came on them so sud- 
denly that disorganization of Britain’s life, 
usually so orderly, became all the more 
marked. 

As in wartime, the biggest burden in 
times of trouble falls upon the women. 
It is they who stood for hours in queues 
in the bitter cold waiting to pick up a 
few pounds of coal since in some parts 
of London no coal deliveries were madé 
for weeks. Even the secretary-general of 
the miners union admitted his home had 
been without coal for a month. Many get 
their coal direct from the nearest railway 
siding, picking up their rations in sacks, 
on sleds, baby carriages, even Rolls 
Royces. But many a home in Britain re- 
mained unheated until teatime so as to 
spread available coal supplies. 

The biggest problem was for women 
with small babies. Gas pressure usually 
is too low to heat water or food quickly, 


_and it must be done over a coal fire, and 


the baby washed and dressed in front of 
the open grate. 
Washing was another difficulty as 
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laundries were overloaded. After strug- 
gling with getting the water boiling and 
stretching the soap ration of one cake a 
month, there remained the problem of 
drying the clothes. British homes have no 
basements where this can be done; and 
the homes themselves were too cold and 
damp. So most kitchens with their coal 
stoves to heat water had clotheslines run- 
ning from corner to corner. 

In normal weather, Britons say they 
prefer cold houses to the “stuffy, central- 
heated American homes.” But now they 
‘confess that they hate winter, because 
they were not prepared for it. One neigh- 
bor admitted that she nearly cried every 
time she took a bath. Bathrooms are 
heated only by a hot-water tank in the 
adjacent linen closets, and lavatories are 
not heated at all. 

While making beds, women wore over- 
coats and mittens. My wife once found 
the temperature directly in front of a 
neighbor’s fireplace to be 50 degrees. At 
the other end of the room, the thermom- 
eter read 32. The owner of the house 
said: “What I hate is having to sit with 
my feet practically in the fire to try to 
keep from freezing.” 

One woman with three children solved 
the worst week of the freeze by leaving 
her unheatable beach cottage. Unable to 
get accommodations from the local au- 
thority, she took a night train and slept 
under blankets with her youngsters. Day- 
time was spent alternating between wait- 
ing rooms, restaurants and movies. An 
entire week end was passed at London’s 
Paddington Station. Returning a week 
later to her starting point, the mother 
joined squatters in an ex-Army camp. The 
same afternoon she was ejected by the 
local council as an example to others try- 
ing to use the crisis as an excuse for 
squatting. 

The end of the immediate crisis does 
not mean the end of Britain’s troubles. 
Shortages of food, clothing, shoes and 
other goods will make themselves felt in 
the weeks ahead as shelves are emptied 
faster than new production can fill them. 
Potatoes, mainstay in keeping up the 
calory content of British rations, already 
are difficult to buy. Exports are nose- 
diving, and with them Britain’s ability to 
buy foods and raw materials abroad de- 
clines. Even where industries are per- 
mitted to resume production, a full week 
cannot be worked-as most plants con- 
tinue to be short of coal and rely on parts 
and materials from areas still shut down. 

The British people know they're down, 
but they certainly are not out. Any com- 
placency induced by the thought that a 
Labor Government in Whitehall auto- 
matically will set things right has van- 
ished. The entire nation now is being 
made aware of the fact that ahead is 
nothing but continued hard work, dep- 
rivation and shortages. All this makes 
some of them wonder whether it pays to 
be victorious in a war. E. J. D. 
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A side agreement may be the most important result, of the Moscow Conference. 

The coal agreement reached between the U.S.,°Britain and France can mean 
much to recovery in Western Europe. It permits a rising percentage of coal to 
be exported from Western Germany as output there increases. 

Present production is 270,000 tons a day; about 17 per cent is exported. 

If 280,000 tons are mined, 21 per cent can be exported under the agreement. 

The export percentage is gradually stepped upward to a maximum of 25 per 
cent when production reaches 370,000 tons a day. 

Odds are that, given labor peace, German production will rise to 510,000 
tons daily by year's end. At that level, exports of 22 per cent would be allowed. 

At that rate, if present allocations remain the same, this would happen: 

France would get about 350,000 tons a month out of Germany, or almost twice 
what she got in March. Even that would only partially meet her demands. She 
wants 500,000 tons a month this year from Germany. 

Belgium would get 120,000 tons, against around 65,000 in March. 

Italy would get 130,000, compared with 80,000 in March. 

Other heavy importers of German coal, such as Luxembourg, Austria, Denmark 
and Norway, would benefit too from the larger exports. 

More coal would mean more production, more comfort, better transportation 
in Western Europe. Also, more German coal means cheaper coal. Average costs of 
imports would drop. U.S. coal, also used by these countries, is twice as ex- 
pensive as their German coal. They will continue to buy as much U.S. coal as 
before. But U.S. coal would be a smaller percentage of total imports. 

This coal agreement indicates easier conditions in the British zone. Last 
September, the British decided to cut coal exports from their zone, to bolster 
Supplies for zonal consumption during the winter months. 

Output now has risen so much that, even with bigger exports, the quantity of 
coal remaining in Western Germany will be larger than it was last autumn. 

Thus, all Western Europe stands to benefit as coal production in Germany is 
pushed upward. Only food is morw important than coal to Europe. 





























European reconstruction is to get another shot in the arm too..... 

The Economic Commission forEurope, a U.N. body, starts work May 2 in Geneva. 
This Commission's job is to co-ordinate recovery plans in Europe. The idea is 
to make all the five-year plans jibe, to eliminate working at cross purposes. 

It's a first step toward treating Europe as a unit economically. 

The ECE is to have a counterpart in Asia with the same job. 








(over) 
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WORLD COMMERCE AND INDUSTRY--(Continued) 


Plans for commodity agreements have had a jolt..... 

Planners have been hoping to solve surplus problems in commodities 
through international action, through agreements between interested governments. 

A wheat agreement was to be the example for other, commodities. Wheat, not 
now in surplus, will soon get to that point again. " 

Attempt to gain agreement among 39 exportingeand importing countries has 
just come to grief in London after five weeks' haggling. 

First blow was when Argentina, a large exporter, refused to play ball, 
would not limit herself to exporting certain quantities of wheat within a fixed 
price range unless prices of goods she imports were also controlled. 

second difficulty was in finding a satisfactory range of prices within 
which export wheat would be sold. The U.S. suggested a maximum price of $1.80 
a bushel. But Britain and most other importers preferred $1.55 as the high. 

Another trouble: Exporting countries wanted firm assurances from importing 
countries to buy stable quantities for five years. India, ordinarily an exporter 
but now a big importer, balked at agreeing to continue buying large quantities 
for so long a period. Even an offer of periodic renegotiation didn’t please her. 

Problems in wheat are less complex than in cotton, wool, tin and rubber. Yet, 
in each of these, commodity agreements wer@ to solve surplus problems. Wheat 
doesn't prove the futility of such attempts but doesn't help the case either. 




















The U.S. Squeeze in copper now should relax..... 
Suspension of the U.S. duty of 4 cents a’ pound on imported copper will bring 
in considerable quantities of the metal. The action comes just in time. | 
U.S. consumption has been running at an annual rate of 1,400,000 tons. U.S. 
production is only 1,000,000 tons. The Government stockpile is nearly exhausted. 














Importers have been inactive, waiting for the expected suspension of the duty. 
Now imports will move into the U.S. Chile will be the principal seller; 
Canada, Peru and Mexico will supply smaller amounts to the U.S. 
This additional demand may support world prices at present high levels for 
a while. But there are signs of a decline in copper use in the U.S. Substitu- 
tion of cheaper aluminum for copper is gaining ground. Europe is using less cop- 
per than expected. All in all, copper prices may be near the brink of the hill. 








In the financial world, several things are worth watching..... 

Favorable reception given the Norwegian bond issue is important. 

It shows what U.S. investment circles think of chances for solid recovery 
on the western ledge of Europe. : 

It may encourage further private lending to the better risks in Europe. Re- 
funding of Belgian issues, a cautious advance to Holland or to Denmark might now 
be reconsidered. But the list of European prospects is about that short. 

Caution of Wall Street on international loans is shown by the delay of nine 
months in floating Norway's bonds, first considered last summer. Norway's credit 
record is clean. But there appeared to be doubt about a European iSsue,. 

















Borrowing by the World Bank is to be delayed until late summer or autumn. 
Exact timing depends on market conditions and on getting the Bank's bonds 








approved widely for investment by U.S. savings banks and insurance companies. 


Also, the Bank wants first to make a couple of loans to solid customers, 
such as France and Denmark, to show investors that it's on the right track. 
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MOLOTOV’S STAND ON KOREA 


te Tipe’ 7 
ti, ty 


Soviet Foreign Minister replies to U.S. Secretary Marshall 


(U. S. Secretary of State George C. Marshall, in a letter 
to Soviet Foreign Minister V. M. Molotov—the text of 
which was published in the April 29 issue of WORLD 
REPORT—requested that renewed efforts be made to es- 
tablish a free and independent Korea. Here is the text of 
Foreign Minister Molotov’s answer agreeing to take up 
the question again, as made public in Moscow, April 22, 
1947.) 


M* 1 INFORM you of the following in reply to your letter 
of April 8 regarding Korea: 

At the Moscow Conference of the Ministers of Foreign 
Affairs of the Soviet Union, the United States of America and 
the United Kingdom in December 1945, agreement had been 
reached defining the policy of the three powers toward Korea. 
The proposals of the Soviet Government were laid down as 
the basis of this agreement. with which the Government of 
the U.S.A. also agreé, which subsequently renounced its 
initial intentions not to create a national Korean government 
in Korea within the next few years. 

The Moscow agreement envisaged as the primary task the 
establishment of a provisional Korean democratic government 
that could take all necessary steps toward developing industry, 
transport and agriculture of Korea and the national culture 
of the Korean people. When making those proposals the 
Soviet Government believed that the amalgamation of Korea 
under the leadership of a national Korean government was the 
most important premise of restoring Korea as an independent 
state and providing. the conditions for that country’s develop- 
ment on democratic principles. 

The Soviet Government continues to maintain this stand- 
point and defends undeviating implementation of the Moscow 
agreement pertaining to Korea, being certain that Korea, on 
the basis of the fulfillment of that agreement, will successfully 
develop along a democratic path, become an independent and 
flourishing state, and join as an equal member of the United 
Nations organization. 

However, the program of measures outlined in the Moscow 
agreement on Korea has not been fulfilled thus far. A pro- 
visional Korean democratic government has not been estab- 
lished. The work of the Joint U.S.S.R.-U.S.A. Commission, 
formed for the purpose of promoting the establishment of a 
provisional Korean democratic government, was interrupted 
as a result of the American delegation on that commission 
taking up a stand contradictory to the Moscow agreement 
pertaining to Korea. 

Neither did the American command in Southern Korea 
agree to businesslike discussion of the suggestions of the 
Soviet command in Northern Korea regarding economic ex- 
change between the two zones, and this made agreement on 
that question impossible. 


In the course of the work of the Joint U.S.S.R.-U.S.A. | 


Commission in March-May 1946, the Soviet delegation exerted 
every effort to secure implementation of the above agreement 
pertaining to Korea, and in the first place to secure the earliest 
establishment of a provisional Korean democratic government 
and the amalgamation of Korea under its leadership. How- 
ever, the Soviet delegation has met along this course not only 
difficulties but direct opposition on the part of the American 
delegation. 

Guided by the agreement pertaining to Korea providing for 
the Joint Commission, the Soviet delegation, when elaborating 


its proposals for consultation with Korean democratic parties 
and social organizations, demanded a broad invitation to such 
parties and organizations to consultation with the Commission. 
But the American delegation precluded the participation of a 
series of major democratic organizations of Southern Korea 
and insisted that invitations to consultation be sent to groups 
which were opposing the Moscow agreement, consulting with 
which naturally could not facilitate fulfillment of that agree- 
ment. 

Thus, in the list of parties and organizations submitted by 
the American delegation for consultation with the Joint Com- 
mission, the American delegation included 17 political parties 
and social groups of Southern Korea which opposed the 
Moscow agreement, and only three democratic parties which 
supported the agreement. The American delegation elimi- 
nated from participation in consultation such large democratic 
parties and social organizations as the All-Korea Confedera- 
tion of Labor, the All-Korea Peasant Union, the Korean 
National Revolutionary party, the All-Korea Union of Youth 
and others. 

Deeming it impossible to agree with this attitude of the 
American delegation, the Soviet delegation nevertheless 
exerted every effort to find a way toward an agreed decision. 
This, however, proved impossible, and the work of the Com- 
mission, upon the American delegation’s suggestion, was dis- 
continued. 

The intolerable character of such a situation is obvious. 
As a result, as you are aware, steps had to be taken again in 
order to find a way out of this situation. The Soviet com- 
mander in his notes to the American commander endeavored 
to find a basis for resumption of the Joint Commission’s work. 
As a result of an exchange of letters, the standpoints of the 
parties concerned cz- e considerably closer together, and this 
was noted by both . »mmanders. It was expected that agree- 
ment would soon be reached and that the Joint Commission 
would resume work at the earliest date. There followed, how- 
ever, no reply from the American commander to the latest 
letter of the Soviet commander of February 28 of*this year, 
and the agreement, the contours of which seemed to appear, 
has not been reached. : 

The lack of co-ordination of action has been a grave impedi- 
ment to the timely fulfillment of the program of measures out- 
lined in the Moscow agreement with regard to Korea as a 
whole. 

As regards Northern Korea, considerable progress has been 
achieved in the field of democratization as well as in restoring 
the national economy and culture since Japan’s surrender. 
Broad democratic reforms assuring political liberties and rais- 
ing the living standard of the population have been carried 
through. I am referring primarily to the inauguration of gen- 
eral suffrage; the law on equal rights of women; the establish- 
ment of local bodies of power and of the people’s committee 
of Northern Korea on the basis of free democratic elections; 
the land reform, as a result of which 725,000 landless farmers 
and small holders were given more than 1,000,000 hectares of 
land free of charge which had previously been the property of 
Japanese colonizers and their accomplices in Korea; the nation- 
alization of former Japanese industry; the law on the 8-hour 
working day, safety of labor and social insurance; the reform 
of national education, as a result of which the Korean lan- 
guage has been reinstated in the schools, the school network 
extended and the enrollment of students been enlarged, etc. 
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However, such broad democratic reforms have been imple- 
mented only, i: Northern Korea, where two fifths of the 
Korean population reside. 

Strictly abiding by the program outlined in the Moscow 
agreement in its policy toward Korea, the Soviet Government 
regards the following tasks as primary: 

(1) The establishment of a provisional Korean democratic 
government on the basis of broad participation by Korean 
democratic parties and social organizations, in order to expe- 
dite the political and economic amalgamation of Korea as a 
self-governed state independent of foreign interference, which 
fact would eliminate the division of the country into two zones. 

(2) The establishment of democratic bodies of power 
throughout Korea by free elections on the basis of general 
and equal suffrage. 


(8) Aid to the Korean nation in restoring Korea as an 
independent, democratic state and in developing the national 
economy and national culture. 

In conformity with the constant desire of the Soviet Gov- 
ernment for the speediest restoration of Korea as a united 
sovereign state, and for the elimination of the difficulties 
caused by the fact that Korea to this day is not united and 
has no national government of her own, I suggest that the 
Joint U.S.S.R.-U.S.A. Commission resume its work on 
May 20 this year in the city of Seoul, on the basis of precise 
implementation of the Moscow agreement pertaining to 
Korea, and that in July-August 1947, the Commission submit 
to the two governments for consideration the results of its 
work in elaborating recommendations in respect to the estab- 
lishment of a provisional Korean democratic government. 





MARSHALL ON RUSSIAN POLICY 


Secretary's statements on Austria and the four-power pact 


(Texts of statements by U.S. Secretary of State Mar- 
shall on Austrian affairs and the four-power treaty to 
keep Germany disarmed, made at the Conference of For- 
eign Ministers, Moscow, April 23, 1947.) 


Austrian Affairs 


| SHOULD LIKE to turn again to the matter of the Austrian 
treaty. I think we must decide now whether we can or 
cannot conclude an Austrian treaty here. 

As Mr. Molotov has several times made clear, maa main 
outstanding issue is Article 35, dealing with German assets 
in Austria. 

The British, French and American delegations have put 
forward various proposals in an effort to meet as far as 
possible the Soviet position. I refer particularly to the ast 
proposal put forward by the United States delegation last 
week and that put forward by the British delegation yester- 
day. There is no substantial difference in views of the British, 
French and American delegations on this subject. 

The Soviet delegation, according to my understanding, has 
not in any substantial way withdrawn from the proposal it 
made at the session of the deputies (Foreign Ministers’ 
deputies) in London last February. The views expressed by 
the Soviet delegation have widened rather than narrowed 
the differences. 

The three other delegations have made it clear that they 
cannot accept the Soviet proposal because it would obligate 
the Austrian Government to hand over not only bona fide 
German assets, but property which the Germans had taken 
from the Austrians and others by fraud and duress. 

We do not believe the Soviet proposal on German assets 
in Austria is consistent with the pledge made at Potsdam 
that no reparations would be taken from Austria and with the 
pledge made in Article 1 of the Austrian treaty to re-establish 
Austria as a sovereign, independent, democratic state. 

The three other delegations have urged the Soviet delega- 
tion to submit proposals which would meet this objection, but 
despite our urging no proposal has been offered by the Soviet 
delegation. 

It is clear by now that no agreement can be reached on 
the Austrian treaty if the Soviet delegation is unwilling to 
make any greater effort than it has so far to reach an under- 
standing on German assets in Austria. Unless, therefore, the 
Soviet delegation has some concrete proposal to make on the 
subject which will make clear that German assets do not 
include assets which in justice and equity should be restored 
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to non-Germans, we must accept the fact that further progress 
on the Austrian treaty is impossible at this Conference. 

I have one further suggestion to make. If we are unable to 
agree to reconcile our views before the meeting of the Gen- 
eral Assembly of the United Nations in September, I hope 
that we may join in asking the General Assembly to make 
recommendations on this subject under Article 14. It is our 
view that we should not permit differences among us to deny 
Austria_ her independence and her right to be free from the 
burdens of occupation. 


Demilitarization of Germany 


The United States proposal for a four-power treaty for the 
disarmament and demilitarization of Germany which we 
discussed here is not mentioned in the deputies’ (Foreign 
Ministers’ deputies ) report. I am not suggesting that it be 
included. The principle involved is, in my opinion, too funda- 
mental to be referred to any subordinate body. I do not intend 
to repeat all the various considerations which led the Govern- 
ment of the United States to propose this treaty nor the 
reasons why it attaches the greatest importance to this subject. 

I will only state that the United States Government re- 
gards very seriously what in effect is a virtual rejection of this 
treaty by the Soviet Government. I say rejection because the 
redraft proposed by Mr. Molotov introduces into the treaty 
nearly every important difference which exists between the 
four powers on the subject of Germany and thus renders 
obviously impossible any hope of concluding such a treaty 
at this time. 

An agreement in principle here along the lines proposed 
by the United States would have been an indication to the 
world that, despite the character and extent of our disagree- 
ments on other aspects of the German problem, the four 
powers represented at this table were at least united in their 


_ determination to prevent a revival of Germany’s capacity to 


make war. 

The advantages of such a clear demonstration of Allied 
intentions not only for the future solution of other problems 
connected with Germany but on the whole international 
situation appear so obvious that the United States finds it 
difficult to understand the reasons which account for the 
Soviet Government declining to agree. 

Although we must face the fact that because of this attitude 
there is no prospect of an agreement on this treaty at this 
Conference, the United States is not withdrawing its pro- 
posal for such a treaty. 
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RUSSIA’S SIDE OF RUHR QUESTION 


Moscow publication presents case for internationalizing area 


(The future of the Ruhr was one of the major ques- 
tions that caused a stalemate in the Foreign Ministers 
Conference at Moscow. WORLD REPORT previously 
has published several texts giving the U.S. position on 
the Ruhr. Following is the text of an article presenting 
the Russian view from the semi-official “New Times” of 
Moscow, as broadcast by Radio Moscow, April 21, 1947.) 


_— THE PROBLEMS being discussed by the Council of 
Foreign Ministers the question of the future of the Ruhr 
and the Rhineland holds a prominent place. The Soviet pub- 
lic has always shown considerable interest in this problem 
and the Soviet press has reverted to it on several occa- 
sions. The Ruhr is the heart of Germany and the industry 
of central Europe, but it was also the smithy of German 
aggression, the arsenal of German imperialism. These two 
circumstances determine the importance of the Ruhr. They 
should likewise determine the approach to the solution of 
the Ruhr problem. 

Several recommendations for the solution of the problem 
have already been submitted at the present stage of the de- 
liberations. The French delegation proposed that the Ruhr 
and the Rhineland should be separated from Germany, that 
Germany should be deprived of the right of ownership of 
the Ruhr coal and steel industries, and that these should be 
placed under Allied administration. These proposals were set 
forth in an extensive memorandum submitted by the French 
delegation to the Allied powers on Feb. 1, 1947. 

Now there is no denying that the fate of the Ruhr is of 
vital importance to France. She regards the demilitarization 
ot the Ruhr as one of the major guarantees of her security. 
More than once in the past have the coal and iron of the Ruhr 
brought death and destruction to the French people. 

On the other hand, France’s economy stands in acute need 
of Ruhr coal; today probably more than ever before. But 
just because the interests involved in the Ruhr are so pro- 
found, the problem demands a correct and fundamental solu- 
tion, and this implies that two major conditions must be 
satisfied. 

The first is that the Ruhr must be demilitarized and democ- 
ratized, its industry reconstructed on a peaceful footing, and 
the possibility precluded of its being utilized for military 
aggression. The second condition is that the rich resources of 
the Ruhr must be utilized for the rehabilitation and normal 
development of the economy of the European countries, in 
the first place of those to whom access to the coal and iron 
of the Ruhr is one of the primary requisites for their economic 
revival. 

The French proposals on the Ruhr would not achieve these 
objects. To begin with, the proposal to separate the Ruhr 
and the Rhineland from Germany is part of that general 
policy of dismembering Germany which is being proposed 
with a view to liquidate her as an independent state. 

This policy, as Soviet spokesmen have repeatedly explained, 
would not promote the establishment of enduring peace. A 
dismembered Germany might very easily become a breeding 


_ ground for revengist and militarist forces. Moreover, such a 


solution of the problem might render the task of democrati- 
cally reconstructing and demilitarizing Germany exceedingly 
difficult, if not altogether impossible. 

But it is no less to the interests of France than to that 
of the other neighbors of Germany that she shall become a 
genuinely democratic and peaceable state, where there will 
be no room for militarism or chauvinism. At the same time 
the separation of the Ruhr and the Rhineland would provide 


no guarantee that France would receive from the Ruhr the 
coal so essential to her industry. The situation that exists 
in the Ruhr today provides convincing evidence of this. 

Both Britain and the United States have assumed a policy 
of unilateral action in the Ruhr, the significance of which can 
be no secret to anybody. As a consequence of the merger of 
the British and U.S. zones of occupation, the Ruhr, like 
Western Germany generally, is being administered by the 
Anglo-Saxon powers independently of the Control Council. 

This mode of action is not only a violation of Germany’s: 
political and economic unity, it also runs counter to the aim 
of rehabilitating the economy of the European countries. 
The abnormality of the situation is all the more glaring when 
we remember with what insistence the British and representa- 
tives on the Council of Foreign Ministers stressed their desire 
to regard the economy of Europe as an integral whole. 

Factually speaking, the coal and iron of the Ruhr are under 
the undivided control of Great Britain and the United States. 
The occupation authorities of the two zones dispose of the 
Ruhr resources at their own discretion and in their own inter- 
ests. Moreover, not only are the interests of all other coun- 
tries, including France, ignored, they are directly violated. 
France cannot secure a normal supply of raw coal for her 
industries. The insistent demands of the French Government 
that Ruhr coal shall be delivered, on account of reparations, 
have remained without affect. 

The British authorities export coal from the Ruhr in return 
for foreign exchange. But the countries of Europe which 
seriously suffered from Nazi occupation, and hence stand 
most acutely in need of Ruhr coal, have no foreign exchange 
to offer. The fact is that access to the wealth of the Ruhr as 
a whole is virtually closed to the European countries and the 
Ruhr is not being utilized to further the normal functioning 
of the industries either of Europe or Germany herself. 

The situation is aggravated by another circumstance. The 
sway exercised by British and U.S. monopolies in the Ruhr 
and the policy of the occupation authorities towards the 
German concerns on the one hand, and towards the trade 
unions and workers, on the other, do not help to promote 
the mining of coal or the creation of prime conclitions in the 
mines. , 

This policy is evoking vigorous protests among the popula- 
tion. The coal output remains on an extremely low level. The 
coal output in the Soviet zone, for example, has attained 74 
per cent of the level of 1938. In the British zone, it is only 
39 per cent. 

The economic policy of the occupation authorities in the 
Ruhr has been repeatedly and rightly criticized in the press 
and in Parliament. This policy is hindering the coal output, 
which is having an unfavorable effect on Germany’s economy 
as a whole and preventing its reconstruction on peace lines. 

At the Potsdam Conference, the Soviet Government pro- 
posed that the Ruhr industrial region should, firstly, still 
be regarded as part of Germany and, secondly, be placed 
under the control of the four powers. With this aim in view, 
it was suggested that an Allied council be set up consisting 
of representatives of Great Britain, France, the United States 
and the U.S.S.R. 

Discussion of the question of controlling the Ruhr was at 
that time postponed on Bevin’s initiative, and it.was decided 
that it should be examined by the Council of Foreign Min- 
isters. This has not been done to this day, in spite of the 
fact that the question was again brought up by the Soviet 
Government in July 1946. In the course of the discussion at 
the present Moscow meeting of Foreign Ministers on the 
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report of the Control Council for Germany dealing with 
economic principles and reparations, Bevin declared that the 
British Government could not agree to the establishment of 
four-power control over the Ruhr. 

This attitude can only be explained by the direct economic 
advantages which follow from uncontrolled exploitation of 
the Ruhr resources. But this attitude is not in keeping with 
the interests of the other powers, especially of the Europeans, 
nor with the talk of reconstructing Germany’s economy on 
peace lines and demilitarizmg and democratizing the country, 
and hence with the establishment of lasting peace. 

The present situation in the Ruhr cannot be regarded as 
normal. Molotov stated at the session of the Council of For- 
eign Ministers that the Soviet Government could not regard 
as right a situation in which the Ruhr, a region of such su- 
preme military and industrial importance, remained under the 


sole control of the British, and, after the merger of the 
Western zones, of the U.S. occupation authorities, without 
the participation of the other occupying powers. 

The Soviet Government continues to insist on its proposal 
for a quadripartite control of the Ruhr industrial region, 
Molotov said. The purpose of this proposal is to insure the 
development of Germany along peaceful democratic lines 
and the utilization of the economic resources of the Ruhr 
primarily in the interests of the German people but also in 
the interests of the other nations of Europe. 

In this question of the Ruhr, as in the settlement of the 
German problem as a whole, the position of the U.S.S.R. is 
not tainted by narrow, selfish interests or one-sided views. 
The Soviet proposals are motivated by the desire to create 
the soundest possible basis for a really enduring and stable 
peace. 





U.S. VIEW ON TRADE BARRIERS 


Clayton outlines American position at Geneva Conference 


(Official summary of Undersecretary of State Clayton’s 
first press conference at the International Trade Confer- 
ence at Geneva, Switzerland, April 17, 1947, as made 
public by the State Department.) 


a COME HERE WITH CONFIDENCE that we are going to be 
able to achieve our objectives, which I am sure you all 
know are to eliminate discriminations in the international 
trade and to reduce barriers to such trade and to finally work 
out the charter for the ITO for submission to the World Con- 
ference on Trade and Employment which will be called by 
the U.N. for some later date. 

“Obviously this is a Herculean task full of difficulties. In 
fact, as far as we are concerned in the United States, the road 
up to this point has not been too easy a one, but we are 


very happy to have come along that road and I think we have _ 


the full approval of the American people. The reciprocal trade 
agreements program has been in effect now since 1934. It has 
proven its value and its worth, and I think the American 
people are firmly behind it and will support what we are able 
to do here to achieve the objectives of which I have spoken.” 

Queried regarding underdeveloped countries imposing 
restrictive tariffs and whether industrially developed nations 
should lead in making reductions and concessions, Clayton re- 
plied: “Our position is that countries which wish to develop 
industrially should have an opportunity to do so. The United 
States subscribes to the Charter provision covering this. We 
think that the imposition of tariffs in cases where such coun- 
tries wish to establish new industries should be of a moderate 
character and of a more or less temporary character. Each 
case needs examination.” 

Queried whether, if the U.S. reduced tariffs 50 per cent, 
United States tariffs would still be high, Clayton replied that 
this would be true in very few cases. U.S. tariffs have been 
substantially reduced since 1930. 

Queried regarding British obligations regarding Empire 
preferences as a result of the Anglo-American loan agreement, 
Clayton replied that the agreement provides that both coun- 
tries will negotiate a reduction in tariffs and elimination of 
preferences. Asked whether he was confident the Geneva 
Conference would achieve elimination of preferences, Clayton 
said the U.S. was not particularly interested in the complete 
elimination of all preferences, that it now was especially 
interested in the reduction or elimination of preferences in 
respect to certain commodities. He added that the U.S. has 
a few preferences, i. e., Philippines and Cuba. 
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Questioned whether economic arrangements between the 
U.S. and the Philippines are subject to Geneva negotiation, 
Clayton replied no, because the agreement with the Philip- 
pines provided for automatic reduction of preferences, with 
elimination in 28 years. Asked if the U.S. would be satisfied 
it Empire preferences ended in 28 years, Clayton said no, the 
U.S. would like to get rid of them in much shorter time. 

Asked whether he personally favored free trade, Clayton 
replied that he was not in favor of free trade at this time; 
he recognizes that the U.S. and other countries are not 
prepared for free trade. He said he favored freer trade than we 
now have in order to expand the interchange of goods and 
services with the inevitable result of a rising standard of 
living in the world, benefiting people everywhere and peace. 
He pointed out that the U.S. Constitution, preventing tariff 
barriers between 48 States, made possible the great economic 
development of the U.S.; which would have been impos- 
sible otherwise. 

Queried whether state trading can possibly be consistent 
with the Charter, Clayton replied that theoretically it.could 
be; but in practice it was extremely difficult, since state trad- 
ing presented the temptation to use discriminatory and pro- 
tective devices. However, he said he was hopeful the U. S. 
could arrive at an agreement with state-trading countries. 

Queried regarding progress on the Conference procedural 
agreement, Clayton said he naturally was a little disappointed 
that more countries were not ready to proceed, but, through a 
questionnaire and the setting up of a committee, that matter 
should be achieved in a few days so that the-real work of 
the Conference could get under way. 

Queried regarding the Dalton speech on tobacco taxation 
and its consistency with the Charter, Clayton said it was 
difficult to answer. Britain spends $350,000,000 to $400,000.- 
000 on tobacco imports and may have to decide between this 
and more necessary items. Queried if British import of Ameri- 
can tobacco fell, would a price-support program come into 
overation, Clayton said not necessarily. Other factors enter 
the tobacco market price. A British reduction might tend to 
bring about a condition which might make it necessary to 
invoke the program. 

Queried regarding achievement of a U.S. balance of pay- 
ments, Clayton stated that the U.S. hopes balanced trade 
will come through a greater increase in imports and not 
through reduction of exports. The U.S. today can absorb 
a great deal more imports with actual benefit. The reason it 
is not getting more imports now is not due to a protective 


tariff but the inability of the rest of the world to produce 
enough to sell to the U. S. He pointed out that the protective 
device the U.S. uses to limit imports is largely the tariff. 
Other countries use additional devices such as quotas, ex- 
change controls, embargoes. Clayton said he was not critical 
regarding use of these devices during the war and the immedi- 
ate postwar period. The Geneva Conference is seeking to dis- 
continue these methods of controlling imports and trade as 
quickly as possible. 

Queried regarding U.S. reduction of imports of natural 
rubber in view of the growth of the new synthetic industry, 
Clayton declared the U. S. was importing a greater volume of 
many commodities in the postwar period because expanded 
industry does not know whether national policy is fixed 
regarding rubber, but a certain tonnage of productive ca- 
pacity of synthetic rubber is absolutely essential to be main- 
tained in the U.S. as a security measure but would be much 
smaller than present productive capacity reported. The Inter- 
agency Policy Committee on Rubber study recommended 
maintenance of an estimated 250,000 tons of productive 


capacity. Clayton sees a link between the Geneva Conference 
and the economic pattern for former enemy countries. 

Queried regarding requests of American agriculture pro- 
ducers for increased tariffs on wool imports, Clayton said he 
was not informed on such action. He said wool producers are 
not particularly concerned as to the type of protection they 
get; protection is available through Government purchase of 
wool or by subsidy. “I think they are pretty well convinced 
that they have to have it in some way other than a tariff.” 

Queried regarding need for improvement of U.S. customs 
administration and its relation to trade agreements, Clayton 
said they could not be negotiated here. The U.S. is working 
on simplifying and bettering administration. This all countries 
can do likewise. 

Queried regarding Charter criticisms, Clayton reviewed 
hearings data. Questioned whether Charter exceptions and 
escape clauses contradicted principles, Clayton replied that 
exceptions were necessary, that it now was unthinkable that 
the U.S. could take a radical step of this sort without pro- 
viding flexibility because times are abnormal. 





Program for Reorganizing 


(Full text of the program for the reorganization of the 
Government of China under Generalissimo Chiang Kai- 
shek, made public at Nanking, April 17, 1947.) 


Siw NATIONAL GOVERNMENT of the Chinese Republic, with 
a view to inaugurating constitutional government and pro- 
moting democracy, has since the Political Consultation Con- 
ference (January 1946) decided to reorganize the Govern- 
ment and to invite individuals from political parties and groups 
other than the Kuomintang as well as independents to parti- 
cipate. More than one year’s persistent effort has just resulted 
in a jointly formulated and agreed-upon procedure for im- 
mediate completion of the Government reorganization. Be- 
sides, a political program for the National Government after 
the reorganization, evolving from comprehensive and careful 
deliberations by all parties concerned, has just been approved, 
respectively, by the standing committees of the Young China 
Party, the Democratic Socialist Party and the Chinese Kuo- 
mintang. It has also been agreed upon by the independents 
who took part im the discussions. The embodiments of the 
political program, which will be adhered to jointly by the 
reorganized National Government, are as follows: 

(1) The program of national reconstruction shall be the 
guiding principle of administration for the reorganized 
National Government, while other participating parties and 
independents shall be jointly responsible for completing the 
interim procedure for inauguration of constitutional govern- 
ment. : 

(2) Co-operation among the various parties and groups 
shall be based upon the principles of “political democratiza- 
tion” and “nationalization of armed forces.” Under this com- 
mon principle, no effgrts will be spared toward political prog- 
ress and national stability. 

(3) In order to promote world peace and uphold the 
United Nations Charter, China should pursue a foreign policy 
of equality and good neighborliness, without discrimination, 
toward all friendly nations. 

(4) Settlement by political means shall remain the basic 
principle. for solution of the Chinese Communist problem. If 
only the Chinese Communists show willingness for peace and 


the railway systems can be completely restored, the Govern- ~ 


ment will seek national peace and unity through political 
channels. 

(5) The responsible Executive Yuan system shall be en- 
forced as an experiment in accordance with the spirit of the 


China’s Government 


provisions of the Constitution. The Executive Yuan shall 
abide by all the decisions of the State Council and assume 
full responsibilitv for their execution, thus conforming to the 
principle of “authority and responsibility.” Equal respect 
should be accorded to the funt¢tions and powers of the Legisla- . 
tive Yuan. In presenting a bill to the Legislative Yuan, the 
Executive Yuan authorities shall be present to offer explana- 
tions, thereby insuring co-ordination between the executive 
and the legislative authority. 

(6) Pending the inauguration of constitutional government, 
any nomination to the Presidency of the Executive Yuan shall 
be made by the President (of the Republic) with the previous 
concurrence of the various parties. 

(7) Provincial administrations shall be governed by prin- 
ciples making a clear distinction between the military and 
civil authorities and allowing expediencies as local conditions 
warrant. In matters of personnel and legislation, a thorough 
checkup will be made and reform instituted in order to enable 
the provincial governments to attain the-highest degree of 
efficiency possible. 

(8) All laws promulgated and all institutions established 
to meet the needs of political tutelage shall, after reorgani- 
zation of the National Government, be rescinded and abol- 
ished. 

(9) Thorough-adjustments shall be made in the tax system 
and financial setups, the procedure of levying taxes shall be 
simplified, and the categories of land tax and additional levies 
shall be reduced in order to alleviate the burdens of the 
people. 

(10) Strict guarantee shall be accorded to the people’s 
freedom of person, freedom of speech, freedom of publica- 
tion and freedom of assembly. Any illegal arrest or interference 
shall be strictly forbidden. Where restrictions are deemed 
essential for the maintenance of social order or to avert a 
crisis, laws governing such restrictions shall be approved by 
the State Council. 

(11) Foreign loans henceforth to be contracted shall all be 
earmarked for purposes of stabilizing and improving the 
people’s livelihood and of production and reconstruction. . 

(12) As far as possible, there should be participation of 
political parties and independents in the political councils or 
provisional councils of the provinces, municipalities or hsien. 
Local governments in the various provinces shall also include 
representatives of various parties and independents, based on 
the principle of “selection of the able and efficient.” 
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Argentina Shelves 
Soviet Trade Plan 


A business executive of one of the 
larger U.S. firms has been decided 
upon tentatively as the man who will 
direct the U.S. program for building 
up Greece. President Truman’s clos- 
est advisers, including some Senators 
who will pass on the appointment, 
skipped over the idea of putting a 
trained diplomat or a military man in 
the post. The reason for by-passing 
the latter is the desire to play down 
as much as possible the military 
aspects of the program. 
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Military experts give the following 
priority to points in the world that 
they regard as critical. areas for the 
*U. S.: The Mediterranean and Middle 
East area is given equal importance 
with Germany and Western Europe. 
Next, in order, come South America, 
China and Korea, with South America 
regarded as far more important now 
than either of the others. The very 
massiveness of China is counted on 
to defeat any attempt by Russia to 
dominate. that country. 
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A trade agreement between Russia 
and Argentina is definitelv out of the 
picture now. Reasons behind aban- 
donment of the project after nearly 
a year of negotiations are President 
Juan D. Peron’s concern over Com- 
munist expansion in his country, plus 
the fact that Russia cannot deliver the 
machinery Argentina wants. 


2 .@ 


The U.S. State Department is re- 
luctant now to make public Paul 
Porter’s voluminous report and recom- 
mendations for assistance to Greece. 
One reason, given privately, is that the 
report includes several controversial 
recommendations. For one_ thing, 
there is the suggestion for a rugged 
overhauling of the entire Greek econ- 
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Intercepts 


Japan Seeks To Keep 
Nucleus of an Army 





omy, a job that would have to be done 
through a plan extending for a period 
of several years. 
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Since the end of the Moscow Con- 
ference, private estimates have been 
made that the U. S. will have to spend 
$1,000,000,000 yearly in 1947, 1948 
and 1949 in order to get the economy 
of Germany.back on a sound footing. 
This figure contrasts with the planned 
cost for this year of $350,000,000, to 
be matched by Britain in the bizonal 
operation of Western Germany. 
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The Japanese will try to preserve a 
core for military development in the 


peace treaty. Proposals being drafted 


by the Japanese Foreign Office for 
presentation to a peace conference re- 
quest that Japan be allowed to keep 
an army of 100,000 men for “internal 
security,’ and to keep up a small air 
force for “coastal patrol” purposes. 
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Look for developments in relations 
between the U.S. and Latin America, 
once Secretary of State George C. 
Marshall gets the tag ends of the 
Moscow Conference cleared from his 
desk. Renewed efforts will be made 
to hold the often-delaved inter-Amer- 
ican defense conference at Rio de 
Janeiro sometime this year. 
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Although shops in Argentina are 
short on many of the things people 
want to buy, the Perén Government 
is steadily clamping down on im- 
ports of finished goods. Refrigerators 
and radios may be kept out of the 
country. The idea is to encourage do- 








Chiang Sets Deadline 
For Ending China War 


mestic production of such articles. 
The trend may affect producers in the 
U.S., Britain and the Netherlands. 
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The real reason behind the recent 
resignation of Otto Ostrowski as the 
Mayor of Berlin is his friendship for 
Russia and his efforts to swing the 
city to the Communists. In the end, he 
was renounced by his own partv and 
supported by the Communist-domi- 
nated SED political party. 


o 0 0 


There are indications that Chiang 
Kai-shek has set this coming Sep- 
tember as his goal for winding up the 
Nationalist Government’s formal civil 
war with the Chinese Communists. 
By then, he hopes to control strategic 
railways. Afterward, Government an- 
nouncements may describe further 
fighting as “guerrilla outbreaks” or 
“mopping up” operations. 
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There is official speculation whether 
Russia is getting ready to use food 
products from the Soviet Union for 
bargaining with other countries. The 
Government is accumulating and stor- 
ing stocks of grain, even though off- 
cial statistics of the Soviet imply that 
there will be an acute shortage of food 
in some sections of the’ country be- 
cause of drought. Actually, famine is 
not considered a prospect now. 


o 0 °O 


The British troops occupying South- 
ern Austria are concerned over the 
possibility that Yugoslavia may at- 
tempt to seize Carinthia by force. The 
British general commanding forces in 
Carinthia has only two divisions at his 
disposal now. The Yugoslavs have 
eight divisions stationed along the 
frontier. There have been frequent 
skirmishes during the nighttime. 


48 ¢ WORLD REPORT 


— 





Your company’s advertisement should be on this page if your business is 
the hotel and resort field ... if you play host to the American traveler. 
Because the people who read WORLD REPORT each week—more than 100,000 of them—are natural 
prospects for every phase of the travel industry. Their interest in the contents of WORLD REPORT 
proves they want to know what is really going on beyond their immediate horizons. They are discrimi- 


nating in their choice of hotels and resorts, and they have the authority within their organizations to specify 
those establishments which most suitably meet the requirements of their sales and supervisory forces. 


They are a concentrated audience for your facilities and services. 


WORLD REPORT 


The only magazine of its kind—reporting, interpret- 
ing and forecasting the news of international affairs. 





HAROLD L. BEHLKE, ADVERTISING DIRECTOR, 30 ROCKEFELLER PLAZA, NEW YORK 20,N. Y. 





Cecil Smith practically “grew up” with 
Kotealas “aad he's po Erte on a 
pony as he is a sure shot with his mollet. 
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THE BEST TEACHER 
IN POLO...AND 
IN CIGARETTES! 
CAMELS SUIT ME 
BEST ! 


He's one of 
America’s polo 

" ts‘‘—Texas- 
born Cecil Smi:h. 
Veteran of many 
a famous inter- 
national maich. 


” FAMOUS 
INTERNATIONAL 
POLO STAR. 


More people are smoking CAMELS today than ever before in history! 


Yes, experience during the war shortage taught millions 
the differences in cigarette quality. 


ET POLO STAR Cecil Smith tell 
you in his own words: “That cig- 
arette shortage was a real experience. 


shortage. Result: Today more people 
are smoking Camels than ever before 
in history. But, no matter how great 


That’s when I learned how much I 
really appreciated Camels!” 


the demand: 


Wedon'ttamper with Camel quality. 
Only choice tobaccos, properly aged, and 
blended in the time-honored Camel way, 
are used in Camels. ' 


Yes, a lot of smokers found them- 
selves comparing brands during that 


MAYBE you're in 
this picture; but 
even if youre not 
you ll remember 
the cigarette short- 
age. You took any 
brand you could 
get. Thats when 
millions discovered 
the cigarette that 
suited them best 
was Camel. 


YOUR 'T-ZONE 


WILL TELL YOU... 
T for Taste... 
T for Throat... 
Thats your proving ground for any 
cigarette. See if Camels don't 
suit your T-Zone toaT 


According to a recent Nationwide survey: 


More Doctors Smoke CAMELS 
THAN ANY OTHER CIGARETTE 


Three nationally known indepen- 
dent research organizations asked 
113,597 doctors—in every branch 
of medicine—to name the cigarette 
they smoked. More doctors named 
Camel than any other brand. 


R. J. Reynolds Tobacco Company. Winston-Salem, N.C. 





